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INTRODUCTION. 



Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, December Sly 1906. 
To officers of internal revenue and others : 

The within decisions of the Compiissioner of Internal Revenue, 
rendered during the calendar year 1906, upon the construction to 
be given to the various acts of Congress relating to the internal 
revenue, are published for the information and guidance of officers 
of the internal revenue and others concerned. 

This volume contains rulings numbered from 964 to 1095, inclu- 
sive. 

John W. Ybrkbs, 

Commissioner, 
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INTERNAL REVENUE. 



(T. D. 964.) 

Cigar factory — EnUxrgemenl or ohcmge. 

Consent of sureties must be obtained. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, January 5, 1906. 
Sir: In reply to your inquiry of the 28th ultimo, you are hereby 
advised that where, as you state, a cigar manufacturer desires to 
enlarge or change his factory premises and files a new form, 36^^, 
describing the premises so enlarged and changed, the consent of the 
sureties on the bond of the cigar manufacturer should be procured 
to cover such change. 

Respectfully, John W. Terkes, Commissioner. 

Mr. C. E. BOULDEN, Internal Revenue Agents New York. 



(T. D. 965.) 
Special taxes — Assessments — Liability of express companies. 

In a suit for taxes based upon an assessment, the GoYemment is not required in the 
first instance to go further in the proofs than to submit the assessment list. The 
assessment list regular in form makes out a prima faeis case. 

Where an express company, acting through its agent, sends orders for beer to brewers 
or other dealers, whether with or without previous orders from customers, and the 
beer thus ordered is shipped to the agent and the price thereof charged by the 
shippers to the express company, and is thereafter sold by the agent of the express 
company to customers applying therefor, the shipper not dealing with the local 
customer but charging the sale price to and receiving payment from the express 
company, that company becomes involved thereby in a special-tax liability under 
the internal-revenue laws. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

WashingtoUy D. (7., January 6^ 1906. 
To collectors of internal reven/ue and others concerned: 

The appended decision of the United States circuit court of appeals, 
eighth circuit, is published for the information of all concerned. 

John W. Ybrkes, Commissioner. 



Unitbd Statbs Cibcuit Goubt of Affbals, Eighth Gibcuit.— No. 2204. 
We$t&rn Express Oompan^, plaintiff in error, v. United States of America, drfendant in 



In error to the CHrcoit Ck>art of the United States for the District of North Dakota. 

Before Sanbobk, Gkcuit Judge, and Philifs and Oakland, District Judges. 

Philifs, District Judge, delivered the opinion of the court. 

This is an action by the defendant in error, the United States, against the plaintiff 

in error, the Western Express Gompany, to recover special taxes assessed against the 
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defendant as a wholesale and retail dealer in liquors. There are a large number of 
counts in the petition for assessments made against the express company for selling 
malt liquors at each of 26 stations on th^ Ihie of the Minneapolis, St. Paul and Sault 
St€. Marie Railway Company in North Dakota. North Dakota is a prohibition State. 
On a trial to a j ury , at the conclusion of the evidence, the respective counsel requested 
a peremptory instruction to the jury. Thereupon, on consideration, the court 
directed a verdict in favor of the plainti£F. By this action both parties conceded 
that there was in fact no case for the decision of the jury ; and in legal effect sub- 
mitted the whole case to the decision of the court. 

When, pursuant to such requests, the court accepts these waivers, and bv its 
peremptorjr instruction determines the questions of fact and of law in favor of one 
of the parties, both parties are estopped from assailing or revewing its finding upon 
disputed issues of fact, and are limited in the appellate court to a review of me two 
questions, was there any substantial evidence^o sustain the court*s findings of facts, 
and was there any error in its declaration or application of the law ? United States 
•». Bishop (125 Fed. Rep., 183; 60 C. C. A., 123). 

The controlling question, therefore, for decision is whether or not there was any 
evidence in the case to support the finding. If there was, the verdict must stand. 
The action being based upon assessments made by the proper revenue ofilcers of the 
Government, the law presumes that these ofilcers proceeded regularly; that on due 
inquiry they ascertain^ the existence of the essential facts subjecting the defendant 
to such tax. In this respect such officers act in a quasi judicial capacity, and their 
action stands as prima facie correct until this presumption, by countervailing proof, is 
met and overthrown by the party assessed. The Qovemment was not required in the 
first instance to go further in the proofs than to submit the assessment list. (18 Int. 
Rev. Dec, 164, circuit court, northern district of New York; Delaware Railway Com- 
pany f>. Prettyman et ai.. Fed. Cas., 3767, circuit court, district of Delaware; United 
States V. Rindskopf, 105 U. S., 418-422.) 

When, therefore, the Qovemment presented the assessment list, which is conceded 
to have been regular in form, and rested, it had made out a prima facie t»8e. With- 
out more, it was entitled to a verdict. It then devolved upon the defendant below to 
rebut the case made by a preponderance of evidence. There was not only some evi- 
dence in the case to support the verdict, but when all the evidence which supervened 
is examined it discloses many cumulative facts and circumstances, which, within the 
range of reasonable inference, tended to support the verdict. 

The essential question on trial was whether or not, within the purview of section 
3244 (vol. 2, U. S. Comp. Stats., 1901, p. 2008), the Express Company was engaged in 
the business of a dealer in liquors, as a retail or wholesale dealer. .The fifth paragraph 
of said section declares that — 

Every person who sells or offers for sale malt liquors in quantities of five gallons or 
less at one time, but who does not deal in spirituous liquors, shall be regarded as a 
retail dealer in malt liquors. Every person who sells or offers for sale malt liquors in 
larger quantities than five gallons at one time, but who does not deal in spurituous 
liquors, shall be regarded as a wholesale dealer in malt liquors. 

Much of the unusually forceful discussion by counsel touching the relation between 
consignor and common carrier, when the relation of vender and vendee begins and 
ends, and where, in such relation, the real title to the property remains and when it 
passes, is more or less academic. The actual ownership of the property is not essen- 
tial to fix upon the trafficker the quality of a dealer in liquors under this statute. The 
statute attaches to him the office of a dealer when he ''sellsor offers for sale malt 
liquors." The clerk of the owner of a saloon selling liquor for his employer who has 
no license, the " bootlegger" who covertly in the brush or alley -way purveys and sells 
liquor for the owner, are just as amenable to indictment, or for the revenue tax, as 
the owner of the liquor. 
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It may be conceded that the express company as a public carrier, in the usual course 
of business, bad a right, without liability to the GoTernment for this tax, to carry 
beer for breweries at St. Paul and Minneapolis to their consignees within the State of 
North Dakota. In such a legitimate transaction the mere manner and time of delivery 
to the consignee and the payment therefor would not alter the office and liability of a 
carrier. But the evidence discloses a most unusual and extraordinary method and 
relation between the consignors and the carrier. The evidence was directed more par- 
ticularly to such transactions had at one of the stations in North Dakota. But the 
case was tried on the practical concession that a like method of procedure obtained at 
all the other stations. The practice was after the following fashion : Persons in North 
Dakota desiring to obtain beer would go to the local agent of the express company \^' 

and say they wanted so much beer of a given brew, when the agent would send in 
the order, generally in the name of a fictitious consignee, and sometimes in the name 
of a mere number — say 7 or 9. The agent, in instances, would send in the order not ^ 

only to cover the quantity thus requested, but for an additional consignment. Some- 
times he would send in an order without any such request from any known patron. \j^ 
The beer would be shipped to the agent, the price thereof charged by the shipper to 4* 
the express company. The shipper knew not the local customer, and dealt not with :V' 
him ; but charged the sale price to and received payment from the express company. 
The beer, consisting of boxes and kegs, would be shipped in bulk, and when received 
by the agent would be stored in the company's warehouse. And while a preference 
would be given to those who had made to the agent a special request for a shipment, 
the excess would be delivered by the agent to any customer i\ ho applied to him for 
beer in such quantities as the buyer might desire. Thus would beer be sold by the 
agent to customers who had placed no previous orders with him. The agent would 
collect from the customer the sale price, plus the transportation charge, and in his 
returns to the express company would account for this money to it; The evidence 
further shows that the agent had with the consignor an understanding that as to any 
beer left over after the customers were supplied the same could be returned to it, and 
the money advanced therefor would be refunded. It is a noticeable fact, in this con- 
nection, that it does not appear that the consignor made any recompense to the express 
company for the cost of such carriage to and fro. Another remarkable fact is that,' 
contrary to the ordinary method of dealing between express companies and consignees 
of articles carried, the agent took no receipts from parties to whom the beer was 
delivered, and kept no books showing such names. 

And as further evidence of the fact that such agent in this traffic was plying the 
office of a dealer, like any other provident business man, he was thoughtful to be pre- 
pared to meet an expected large denuind for supplies of beer from possible customers. 
For instance, on the second day of July, just two days before the Fourth of July, he 
sent in orders and received an unusually large consignment from the breweries, with- 
out special requests for all of it from known purchasers. 

While the evidence does not show that the express company received any commis- 
sions as such on these shipments, it does show that it received each month a very large 
income thereon for the carriage charges. It enjoyed a monopoly of this business. 
Although there does not appear to have been any occasion or exigency for *• hurry-up " 
orders for shipment of these regular, frequent consignments, no shipments were made 
on ordinary freight trains, although the cost of the latter method of transportation 
was much less than the express charges. 

Certainly the express company was not performing the office in these transactions 
of a mere commercial broker, who is exempt, under the internal-revenue laws, from 
the payment of such tax. 

The difference between a factor or commission merchant and a broker is stated by 
all the books to be this: A factor may buy and sell in his own name, and he has tho 
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goods to hit poneaiion; wbfle a broker, as such, can sot ordinarily buy or sell in 
ms own name, and has no poflfleaslon of the goods sold. Slack v. Tucker A Co. 
(28 Wall., 831-880). 

The express agent has possession of the beer. He sold to customers who applied 
to him. He sold some of the beer on credit. If not paid for by the vendee the loss 
would presumably fall on the express company. The company got its compensation 
for its pains and risk in the augmented income to its business as a carrier. In this 
respect the situation was little, if any, different from that of a commission merchant — 
an intermediary— who sells on commission, accounting to the manufacturer for the 
purchase money. Such a person is liable to the Qovemment for the revenue tax as a 
dealer under the statute. Slack v. Tucker A Co. {supra); Quinn «. Dimond (72 Fed. 
Rep., 908; 19 C. C. A., 886). 

If this express company would shield itself from liability for such tax as a dealer 
in liquor, which the law extends to the carrier engaged in the useful business of inter- 
state commerce,, it is only needful that it conduct the transportation of liquor from 
without into a prohibition State Just as it should any other commodity, without mak- 
ing its agencies and storehouse in the prohibition State a covert for violators of the 
internal poticy of the State. 

It results that the judgment of the circuit court should be aflSrmed. 



(T. D. 966.) 
Stamps an packdges of smoking tobacco. 

Small packages of smoking tobacco having the stamp thereon partially concealed by 
the manufacturer's advertising wrappers need not be seized or interfered with. 

Treasury Dbpartmbnt, 
Office OF Commissioner of Internal Revenue, 

WashiTigtony D. C, January 18 y 1906. 

Sir: This office has received your letter of the 9th instant, inclos- 
ing a package of smoking tobacco manufactured by factory No. — » 

, , which has the stamp so affixed thereon as to show 

only the portion at each end of the package, the manufacturer's 
advertising wrapper being placed around the package in such man- 
ner as to cover up the balance of the stamp, and you ask whether 
this is allowed under the regulations, and if not, whether special 
permission has been given by this office to the factory named to 
partially conceal the stamp by the outside wrapper. 

In reply, you are advised that while the regulations (p. 30) require 
that strip and other small stamps affixed to packages of tobacco, etc., 
shall be affixed on the outside of such packages, I have deemed it 
proper in the interest' of the trade, in connection with advertising 
matter on tin boxes containing brands of sliced plug, used for smok- 
ing purposes, to permit the stamp to pass over the tobacco under- 
neath the lid, the ends only showing on the sides of the box. Small 
packages of other kinds of smoking tobacco, with the stamp partially 
concealed by the paper wrappers, would present simi^^^^^ions. 



and the practice is now so generally followed by mannfactarers 1 
can not consistently object to it. Therefore such packages need not 
be seized or interfered with provided the stamp can be plainly seen 
at the ends. The outside wrapper, however, should not be pasted 
down onto the stamp, as it may be necessary for inspecting officers 
to assure themselves that the entire stamp is on the package, and 
that it is properly canceled. 

Respectfully, John W. Tbrkbs, Commissioner. 

Mr. E. O. Grossman, 

Collector of Internal RevenWy Portsmouthy N. H. 



(T. D. 967.) 

Oleomargarine. 

Veriflcation of foreign landing certificate or consignee's declaration by notary public. 

Trbastjry Departiocnt, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, January 16 ^ 1906. 
To collectors of internal revenue and others concerned : 

The question having been presented to this ofSce as to whether 
the veriflcation by a notary public of a foreign landing certiflcate, 
covering the exportation of oleomargarine, signed by the consignee 
only, would come within the provision of Circular No. 669, dated 
March 9, 1905, which requires that ''the declaration of a consignee 
that the goods have been delivered requires verification by some 
officer or agent," attention is called to letter addressed to an exporter 
of oleomargarine under date of November 3, 1905, as follows: 

Thia office is in receipt of your letter of the 8l8t ultimo, relative to Department 
Circular No. 105, and Internal Revenue No. 674 of October 14, 1906, in which you 
ask, " Will a landing certificate be acceptable If it is signed by the consignee only ; and 
in this event will you require the acknowledgment of a notary public or consul ? " 
You desire to obviate the necessity for the verification by consuls or consular agents 
on foreign landing certificates covering oleomargarine exported free of tax, as the 
charges for such verification on these documents range from |2 to 18.60 each. 

In reply, you are advised that Circular No. 669, dated March 9, 1906, of which cir- 
cular of October 14 last is a supplement, states that ** the declaration of a consignee 
that the goods have been delivered requires verification by some offleer or agent." It 
is held that the verification by a notary public who affixes thereto his seal or stamp of 
office, or a certificate that he is authorized to administer oaths, would constitute such 
notary public an officer within the meaning of that part of the circular of March 9, 
1906, above quoted, and the landing certificate so verified would be acceptable. 

However, foreign landing certificates signed by the consignee only, without verifi- 
cation, are not acceptable. 

The above-qnoted letter fully answers the question on this point. 

John W. Tbrkbs, Commissioner. 



(T. D. 968.) 
Alcoholic compounds — External remedies. 

The ruling in Circular 673 holding that special tax is required to be paid for the manu- 
facture and sale of certain alcoholic compounds labeled as medicines therein 
described does not applj to external remedies, such as liniments. 

Treasury Departmbnt, 
Office of Commissioner op Internal Revenue, 

Washington^ D. C, January 19^ 1906. 
Sir: In reply to your letter of inquiry without date, you are hereby- 
informed that the internaX-revenue laws of the United States do not 
contain any provision as to the quantity of alcohol that may be used 
in the manufacture of medicines. * * * 

The ruling in Circular 673 has no application to external remedies,, 
such as liniments, in the preparation of which alcohol is used. No 
special tax is required to be paid under these laws for the manufac- 
ture and sale of liniments. ♦ ♦ ♦ 

Respectfully, John W. Terkes, Commissioiier. 

Mr. . 



(T. D. 969.) 
Sales of tobacco and cigars at public gathering^. 

Ruling 952 of November 24, 1905, holding persons to be peddlers of tobacco who 
travel from one public gathering to another selling tobacco and cigars, does not 
apply to those who make such sales at booths or stands set up at these public 
gatherings. 

Treasury Department, 
^^ Office of Commissioner of Internal Revenue, 

& Wa^hingtony D. C, January 2^, 1906. 

^ Sir: Your letter of the 22d instant has been received, inquiring' 

f^ as to the effect of ruling 952 of November 24, 1905, in Treasury 
^' Decisions of November 30, 1905, with reference to persons selling' 
;^> manufactured tobacco and cigars at public gatherings, such as farm 

vendues, fairs, bazaars, political meetings, etc. 
^ That ruling applies only to persons traveling from one of thes^ 

public gatherings to another and selling tobacco and cigars with- 
'■' out having any particular place at which they make such sales. 
V These persons are to be regarded as selling in the manner of ped- 

dlers, and, under the law, must be required to give bond and sell 
only original and full stamped packages. 
The ruling does not apply to persons who put up booths or stands 
f> at any of these sales, and at these fixed places of business sell cigars 
¥ and tobacco taken out of the stamped packages. 
I, - Respectfully, John W. Terkes, Commissioner. 

Mr. H. L. Hershey, Collector Ninth District^ Lar 
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(T. D. 970.) 

Transfer of storekeepers^ storekeeper-gangers^ and gangers. 
[Oircukr No. 18.— Int Rev. No. 677.1 

Tbbastjrt Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D, C, Jam,uary 29 y 1906, 
Begnlations No. 7, revised April 15, 1901 (p. 50, pars. 3, 4, and 5), 
are hereby so far modified as to require the transfer of the officers 
mentioned therein at such times only as in the opinion of the col- 
lector or Commissioner of Internal Revenue shall promote the best 
interests of the service. 

Collectors will be governed by the foregoing instructions in the 
transfer of gangers and storekeeper-gangers when assigned by the 
Commissioner in the separate capacity of gangers and the assignment 
specifies no piirticular place or kind of duty. 

JQPN W. Terkes, Commissioner. 
Approved : 

Leslie M. Shaw, Secretary of the Treasv/ry. 



(T. D. 971.) 
Mixcedflon/r. 

"Pftncake" and "compound/' etc., flours are taxable as mixed flour when wheat or 
wheat flour is the principal constituent in quantity of materials used. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wa^hingtoUy D. C, January 27 ^ 1906, 

Sir: This office is in receipt of your letter of the 24th instant, 
relative to the liability of certain persons and firms to special taxes 
as manufacturers of mixed flour and stamp tax on such goods, by 
reason of the manufacture of so-called '^ pancake '' and '^ compound '' 
flours. You submit several " dodgers *' or printed sheets advertising 

such preparations, placed upon the market by , doing business 

as in . 

There are five of these compounds produced by this manufacturer, 
advertised as , upon all five of which, you state, the manufac- 
turer paid tax as mixed flour, under act of June 13, 1898, and up to 
the time the amendatory act of March 2, 1901, became effective, after 

which time he, and all other manufacturers of such flour in , 

discontinued paying special taxes and the stamp tax on such prepa- 
ration. The relief of the manufacturers was evidently based by the 
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collector upon the assamption that where these mixtures were mar- 
keted under names of , etc., flour, such compounds would 

come within the provision of the amended law, exempting the prod- 
ucts which were not sold as wheat flour. 

The original act (June 13, 1898) defined ''mixed flour" as the 
food product made by the mixing or blending in whole or in part of 
wheat, or wheat flour, with any other grain or the product of any 
other grain, or other material, and this definition was modified by 
act of March 2, 1901, which provided that when wheat, or wheat 
flour was mixed or ground together as the principal constituent in 
quantity with any other grain, or the product of any other grain, or 
other material, excepting leavening material, not to exceed 5 per 
cent, the product so resulting was mixed floury and where wheat or 
wheat flour was not the principal constituent in quantity y but the 
product sold or offered for sale as wheat fl^uvj it was to be considered 
a mixed flour. 

Section 35 of act of June 13, 1898, as amended by acts of March 2, 
1901, and April 12, 1902, now rea<}s as follows: 

That for the purposes of this Act, the words ** mixed flour" shall be taken and con- 
strued to mean the food product resulting from the grinding or mixing together of 
wheat or wheat flour, as the principal constituent in quantity, with any other grain 
or the product of any other grain, or other material, except such material, and not the 
product of any graiin, as is commonly used for baking purposes: Pr(mded, That 
when the product resulting from the grinding or mixing together of wheat, or wheat 
flour with any other grain, or the product of any other grain, of which wheat or 
wheat flour is not the principal constituent as specified in the foregoing definition, 
is intended for sale, or is sold, or offered for sale as wheat flour, such product shall 
be held to be mixed flour within the meaning of this Act. 

Under the above section this office has ruled that the product made 
by the mixing or grinding of wheat, or wheat flour, as the principal 
constituent in quantity with any other grain, or the product of any 
other grain, or other material except leavening material, which is 
eliminated from consideration by last-mentioned act, or where the 
proportion of wheat flour is so nearly equal that of the other ingre- 
dients that the percentage can only be determined by chemical analy- 
sis, such product is a mixed flour, no matter under what name or 
brand it may be marketed. But where wheat or wheat flour is not 
the principal constituent in quantity and the product is not sold or 
offered for sale as a wheat flour, it is not held to be a mixed flour. 

This office can render no decision as to the taxability of the various 

compounds manufactured by Mr. , upon the printed matter 

submitted, but upon the receipt of sworn formulas, setting forth the 
proportions and ingredients used, decision in each instance will be 
rendered you. 

Respectfully, Robt. Williams, Jr., 

Acting Cojmmi^^^r. 

Mr. J. W. McGiNNis, Revenue Agenty Chica^Oy^fU. 
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(T. D. 972.) 

Special tax—Merchamis sending orders for liquors. 

A merchant \vho receives an order from hia customer for liquor, and tmnsmits the 
ord^r to an authorized liquor dealer who ships and bills the liquor directly to the 
customer, does not thereby become iuTolved in spedal-taz liability under the 
intemal-reTenue laws, even though he receives a commission from the liquor 
dealer on such order, if the liquor dealer does not make out his bill against him for 
the liquor and makes no charge against him ther^or, but charges only the customer. 

Trbasubt Dbpartmbnt, 
OFriCB OF C0MMI88IONBR OF Internal Rbvbnue, 

Washington, D. C, Fehru<iry S, 2906. 

Obntlemsn: Tour letter of the 26th ultimo has been received, 
inquiring whether an old ruling of this oiBce i^ still in force wherein 
it was held that where a customer, through his commission 
merchant, orders of a licensed liquor dealer wines or liquors and has 
same billed and shipped direct to himsdf , the commission merchant 
through whom he gave this order is not liable on this account for 
special tax und^ the intemal-reyenue laws, even if he received 
a commission from the liquor dealer for turning over to him said 
order. 

This ruling is still in force, but it is applicable anly to a case in 
which the liquor dealer makes no charge and no bill against the 
commission merchant, but charges the customer to whom the liquors 
were directly shipped by him, and makes out his bill accordingly 
against his customer. 

In a case where the liquor deal^'s bill is made out against the 
merchant, or where the bills are made out, one against the customer 
to wh<Ha the liquors are shipped and another against the merchant 
in which a lower price is charged than that in the bill to the cus- 
tomer, and both bills are sent to the merchant, the merchant is to be 
regarded as having bought the liquors himself and sold them again, 
and he ia required to pay special tax accordingly, notwithstanding 
the fact that he neither received into his possession the liquors nor 
actually delivered them to the customer. 

This is in consonance with the ruling of the Commissioner of 
Internal Revenue to which you refer, as you will see by reference to 
the ruling of July 16, 1881, as published in volume 27, Internal Rev- 
enue Record (p. 237), which will be shown you at the d&ce of the 
collector of internal revenue in your district. 

Respectfully, John W. Tbbkbs, Commissioner. 

Messrs. ■ . 
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(T. D. 973.) 

Special tax — Staie liquor age^its. 

Special tax is required to be paid under the intemal-reTenue laws of the United States 
by a State liquor oonunissioner, as well as by town liquor agents engaged in the 
sale of distilled spirits, wines, or malt liquors. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., Februa/ry 5, 1906. 
Snt: Tour letter of the 16th ultimo has been received, relating to 
the question of the special-tax liability of the State liquor commis- 
sioner of Maine under the internal-revenue laws of the United States. 
Accompanying your letter is a copy of the law of the State of 
Maine providing for the appointment of a State liquor commissioner, 
which reads: 

The governor, with the advice and consent of the council, ahall appoint a com- 
miadoner to f umiah municipal officers of towns and cities in the State with pure» 
unadulterated intoxicating liquors to be kept and sold for medicinal, mechanical, and 
manufacturing purposes. Said commissioner shall reside in this State, and shall have 
his place of business therein at such place as shall be approved by the governor and 
council, and shaU hold his office for the term of four yean, unless sooner removed by 
the governor with the advice and consent of the council, and until another is 
appointed in his stead. He shall be allowed reasonable expenses of office, and present 
his account, under oath, with vouchers therefor, to the governor and council, annu- 
ally in December, to the last day of the preceding month, who shall audit the same 
and direct payment from the State treasury. He shall also be entitled to interest on 
the average capital actually invested by him in his stock of liquors, to be determined 
by the governor and council. 

In the letters addressed to you on the 8th and 13th ultimo, copies 
of which accompany your letter, it is stated by the deputy secretary 
of the State of Maine that there were 18 town agencies for the sale of 
liquor maintained in the State of Maine during the year ending 
December 1, 1905, ^*each town agency being maintained solely by 
the town in which it is located, under the direction of the municipal 
oiBcers,'' and that ^^the liquors purchased by the State liquor com- 
missioner are paid for out of his personal funds, and the statutes 
provide that he shall supply the town agency at 10 per cent above 
cost." 

It is further stated that '* he is entitled to interest on the average 
capital actually invested by him in the stock of liquors that he keeps 
for this purpose, the size of his stock being under the direction of 
the governor and council," and ^^his compensation, expenses, and 
interest are paid out of the 10 per cent received by him from the 
towns maintaining agencies, and, after his accounts have been 
audited and allowed by the governor and council, the balance of 
uch 10 per cent is annually turned over to the S^|^^^P^^@^&[e 
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Upon these faot43 it is. held by this office, in view of the decision 
of the Supreme Court of the United States, relating to the dispetisa- 
ries established by the law of the State of South Carolina for the 
sale of alcoholic liquors, as published in Treasury Decisions of 
December 21, 1905 (T. D. 961), that the State liquor commissioner of 
Maine is required to pay special tax as a liquor dealer under the 
internal-revenue laws, as well as the town agents. 

Respectfully, John W. Tbrkbs, Commissioner. 

Mr. E. O. Crossman, 

Collector IrUemal Revenue^ Portsmouth^ N. H. 



(T. D. 974.) 
Suits against collectors for recovery of taxes. 

Schwarzchild & Sulzberger Ck>mpaiiy v. Collector Rucker, decided January 80, 1906. 
In a suit for recovery of taxes the cause of action accrues after the expiration of 
six months from the time of making appeal to the Commissioner. If a claim for 
abatement of an assessment is made and decided against the claimant upon its 
merits and the tax is afterwards collected, it is not necessary to make claim for 
refund before commencing suit to recover the tax. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 8, 1906. 
The appended opinion of the circuit court of the United States for 
the northern district of Georjcia is published for the information of 
internal-revenue officers and others concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



In the Cikcuit Court of the United States for the Northern District of 

Georgia. 

SchwcmuMld db SiUzberger Company ▼. EuekeTy collector, 

on demurrer. 

Newman, Circuit Judge : This suit is brought to recover taxes claimed to have been 
illegaUy assessed and collected of the phiintiils as dealers in oleomargarine. The case 
is now heard on demurrer on the ground that the action is barred by the statute of 
limitations. The suit is tor three items— one item collected from the plaintiffs as 
dealers in oleomargarine in Atlanta, Ga., one at Savannah, Ga., and one at Macon, Ga. 
The petition shows that in June, 1901, a tax was assessed upon plaintiffs as wholesale 
dealers in oleomargarine at Atlanta — total tax and penalty, |640— and that an appli- 
cation was made to the Commissioner of Internal Revenue on Form 47 for an 
abatement of the tax, which application for abatement was rejected oa the 17th day 
of August, 1901. Afterwards, on January 25, 1002, the collector demanded payment 
of the assessment, and the same was paid, under protest and to prevent the seizure of 
property, by plaintiffs. Afterwards, on March 18, 1902, plaintiffs filed with the Com- 
misrioner, on Form 46, an application for a refunding of this tax, which appli- 
cation was rejected October 9, 1908. This suit was filed in the office of the clerk of 
the superior court of Fulton County on December 28, 1904, having been afterwards, on 
the application of Rucker, collector, removed to this court. ■ r\r\nii> 
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In June. 1901, an aafleasment of the same chaiactear was made againat plaintilb as 
•dealers in oleomargarine at Savannah, Ga., the amount embracing^ liie special tax and 
penalty being |640. On August 17, 1901, application was made to the Commissioner 
of Internal Revenue on Form No. 47 for an abatement of said assessment. After- 
wards, on January 28, 190S^ payment was demanded by the collector of the amount of 
-said assessment, and the same was paid under protest and to prevent the seizure of 
its property. Afterwards, on March 18, 1902, petitioners filed on Form 46 an applica- 
tion with the Commissioner to refund the tax, which application was rejected on 
October 9, 1908. 

As to these two items the question raised by this demurrer is as to when the cause 
of action accrued. 

The language of section 8280, Revised Statutes, is as follows: 

No suit shall be maintained in any court for the recovery of anv internal tax alleged 
to have been erroneously or illegally assessed or collected, or of any penalty claimed 
to have been collected without authority, or of any sum alleged to have been excessive 
or in any manner wrongfully collected, until appeal shall have been duly made to the 
Commissioner of Internal I&venue, according to the provision of ]&w in that regard, 
and the regulations of the Secretary of the Treasury established in pursuance thereof, 
and a deciuon of the Commissioner has been had therein: Providsd, That if such deci- 
sion is delayed more than six months, from the date of such appeal, then the said suit 
may be brought, without first having a decision of the Commissioner at any time within 
the period limited in the next section. 

The next section here referred to is section 8227, so much of which as is material 
here reads as follows: 

No suit or proceeding for the recovery of any internal tax alleged to have been 
erroneously or illegallv assessed or collected, or of any penalty alleged to have been 
collected without authority, or of any sum alleged to have been excessive or in anv 
manner wrongfully collected, shall be maintained in any court, unless the same is 
brought within two years next after the cause of action accrued. 

It will be perceived from this that the plaintifi! had a right to sue in six months 
after the appeal was taken to the Commissioner, which was six montha after March 18. 
1902. 

Jt seems to me perfectly clear from the two sections of the Revised Statutes referred 
to, and whiph seem to be controlling here, that the plaintifTs cause of action accrued 
six months after the appeal was taken to the Commissioner of Internal Revenue. 
The language is: 

That if such decision is delayed more than six months from the date of such 
appeal, then the said suit may be brought, without first having a decision of the 
Commissioner at any time within the period limited in t)ie next section. 

The very language which fixes the right to sue within six months, if the Commis- 
sioner shall fail to act within that time, ref era also to the limitation period, and it is 
evident that the cause of action accrued after the expiration of six months from the 
time of entering the appe^. I think this is about as cleai* as anytdiing can be. 

The other item in this suit is for |996 taxes claimed by the collector, and paid by 
plaintiffs as wholesale dealers in oleomargarine at Macon, Ga. The tax was paid on 
December 29, 1908, and suit was brought, as has been stated, on December 28, 1904. 
In the meantime, and between the time the tax was assessed and its payment, appli- 
cation was made to the Commissioner of Internal Revenue for an abatement of the 
tax, and this was refused on October 10, 1908. The question made on demurrer to 
this item is whether it is necessary, when there has been an application to the Com- 
missioner of Internal Revenue for an abatement of the tax after it is assessed and 
before it is paid, to appeal after the payment of the tax for its refunding. 

The plaintiffs propose to amend the declaration and to allege that, on the application 
for an abatement of the tax assessed against them at Macon, the Commissioner con- 
sidered the matter on its merits and determined that the tax was properly assessed and 
>ouldbepaid. . r\r\nii> 
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Plaintifb claim that this being true— that is, that the correctness of the tax having- 
been considered on its merits by the Ck>mmissioner on the application for abatement— 
here was no necessity for an application subsequently to refund. I am inclined to- 
think this contention is sound. While the pleadings do not show it, nor do I find the 
statute to be clear about it, even if there are rules and regulations made by the Com- 
missioner of Internal Revenue which authorize the application for an abatement of the 
tax claimed to have been wrongfully assessed before it is paid, and also for an appeal 
to the Ck>mmi88ioner for a refund of the taxes after payment, as seems to be assumed 
in argument, it seems to me that either would be sufficient. If the Commissioner con- 
siders the matter on its merits on an application for an abatement of tax before pay- 
ment and decides that the tax has been properly assessed and should be collected, 
there could hardly be any necessity for appealing to him to refund it, when, after a 
full investigation, he has Just held that it was legally assessed, and directed that it 
should be paid. 

In San Francisco, etc.. Society v, Cary (2 Saw., 333), Circuit Judge Sawyer rules aa 
follows: 

The first point made by the defendant is that the suit was prematurely commenced 
on the ground that an appeal must be taken to the Commissioner after payment before 
suit brought. (14 Stat. L., Ill, 152, sec. 19, and regulations prescribed by the Secretary 
of the Treasury.) 

But an appeal was taken from the assessment before payment and decided against 
plaintiff. This I think sufficient. There could be no obiect in appealing a second 
time to the same officer in the same case and upon precisely the same question. The 
Commissioner had already decided the identical ques^on, and the object of law was 
accomplished in the first appeal. 

The conclusion is that the demurrer to the- declaration will be sustained so far as the 
suit seeks to recover the amounts paid at Atlanta and Savannah, and overruled as to 
the amount paid at Macon, and an order may be taken to that effect. 



(T. D. 975.) 
Suits on distiUer^s bonds. 

United States «. United States Fidelity and Guaranty Company, decided February 
6, 1906.— An assessment based upon estimates is lawfid.— The forfeiture of spirits 
for fraud does not operate to relieve the bondsmen from liability to pay the tax. — 
The distiller against whom an assessment has been made for tax, is not entitled to 
have the proceeds of forfeited goods applied to reduce the assessment. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 9, 1906. 
The appended opinion of the United States diutrict court, district 
of Connecticut, is published for the information of internal-revenue 
ofiicers and others concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



Untted States Distkict Coukt, District of Connecticut. No. 1482. 
United States v. United States Fidelity and Guaranty Company. 

Platt, DisttHct Judge : This is a suit upon a distiller's bond, to which au answer, 
setting up three defenses, has been filed, and the present dispute arises upon a demurrer 
which attacks the several defenses. 

The technical objection to the first defense has been removed by amendment. 
Beyond that, the validity of the defense depends upon the decision on the third defense. 
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Passing by the technical objections to the second defense we find the gist of it to be 
that the assessment was based upon an estimate which turned out to have been erro- 
neous; that the errors have been corrected, and that the balances left due have been 
paid in the manner set forth in the third defense. 

An assessment based upon estimates is lawful, and a Toluntary correction of mani- 
fest errors therein can not defeat the assessment. The rest of the defense also depends 
upon the decision on the third defense. 

The demurrer to the third defense presents in a tuigible and clearly defined way the 
exact contention between the parties. Let me*see If I can state the case: 

Certain taxes were due upon certain liquors. The distiller, prior to their becoming 
due, had given a bond, conditioned upon his faithful compliance with all laws and 
regulations touching distilling, and his payment of all penalties incurred or fines 
Imposed for a violation thereof. The payment of the taxes imposed by the Qovem- 
ment upon the product of the distillery is covered by the bond in suit. United States 
V. National Surety (Company (122 Fed. Rep., 904). The revenue laws are remedial 
and are to be liberally construed. United States v. Stowell (183 U. S., p. 1). 

It is assumed that the taxes are made by law a first lien upon the distillery property. 
The distiller has forfeited such property by a violation of the laws and regulations, 
rif erred to in the bond. 

The defendant argues that the Government is obliged to apply the net moneys 
received from the sale of such forfeited property, towanl the payment of the taxes 
due upon the liquors. 

Did Congress by making such taxes a first lien upon the distillery property intend 
to compel the Qovernment to relinquish all other modes of recovering the tax ? 

I can not so construe the law. 

The right of lien seems to have been imposed merely as a further way of making 
the payment of the taxes assured. The bond in suit is also a means for obtaining 
payment of the tax. The tax is really a debt owed to the Government by the distiller 
and can be recovered by any method which could be applied in the recovery of any 
debt. 

The personal liability of the distiller for the tax remains in fidl force, independently 
of the lien and that liability is guaranteed by the bond. 

The bond must respond not only to the payment of the tax, but also to the for- 
feitures under which the property was sold. 

The property has disappeared under the forfeiture, but the taxes remain unpaid, 
and the sureties are responsible. 

If the distiller had paid the taxes, the liquors would have been forfeited, tax and all. 

It would place a premium on delay to hold that other forfeited property should 
respond for unpaid taxes. 

If these thoughts and others suggested by them were not enough, a conclusive one 
remains: 

It is not thought that the lien upon the property can be said to continue upon the 
proceeds aft-er the property has been forfeited and sold. 

It was forfeited for fraud, not for nonpayment of taxes, and the entire right of the 
distiller in and to the property passed into the hands of the Government because of 
the fraud. The taxes remain due and unpaid. The surety was responsible for the 
taxes and for the fraud. It is not becoming in him to ask that both obligations shall 
be canceled in the way suggested. 

Defendant relies upon the Ulrici case (111 U. S., 88), but that does not appear to be 
in point. 

The bond in that suit was given for no other purpose than to secure the payment of 
taxes upon liquors which had been actually deposited in a warehouse. Such taxes 
0(1 been paid, and therefore the condition of the bond had been fulfilled. 
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We may admit that the revenue laws all have for their chief purpose the payment 
of the taxes due theGoyemment, but to carry out that purpose many laws have been 
enacted, and many regulations made, and the bond in this suit was made broad enough 
to cover them all. 

The demurrer is sustained with costs. 



(T. D. 976.) 
Legacy taxes. 

Decision of United States circuit court in the case of Disston et al. v, McClain, col- 
^ lector, sustaining the demurrer of the Qovemment to plaintiffs' claim. — A. legacy 
payable annually in quarterly installments out of the income of personal property 
during life of beneficiary is taxable, being vested in possession and enjoyment 
prior to repeal of the act. — ^The tax is not alone on amount actually received by 
the beneficiary before the repeal of the act, but on the value of the life estate. — 
The annuity tables used in computing the value of the life estate were lawfully 
adopted by the Commissioner of Internal Revenue. 

Treasury Dbpartment, 
Office of Commissionjer of Internal Revenue, 

Washington^ D. C, February 12, 1906. 
The appended opinion of the United States circuit court for the 
eastern district of Pennsylvania is published for the information of 
internal-revenue ofBcers and others concerned. 

RoBT.. Williams, Jr., Acting Commissioner. 



In thb Circuit Court of the United States for the Eastern District of 

Pennsylvania. 

William Diuton, WHliam H. Wright^ and Gecrge MeG&toan, exectUoru of the la&t mil 
cmd testament of Horace (7. Diseton, deeeaeed, v. MeOlain, eoUeetor. 

Holland, J.: In this demurrer to plaintiffs' statement of claim, the defendant 
alleges that under the provisions of sections 29 and 80 of the act of June 18, 1898, 
entitled " An Act to provide ways and means to meet war expenditures and for other 
purposes," and the several acts amending the same, the taxes paid by the plaintiffs 
imder protest were lawfully assessed and collected by the defendant prior to taking 
effect of the act of April 12, 1902. 

Horace C. Disston, a resident of Philadelphia, died June 18, 1900, and his will was 
probated June 19, 1900, in which the plaintiffs in this case were appointed his execu- 
tors, and wherein he directed, irUer alia, as follows: 

Item: All the rest, residue, and remainder of my estate, real, personal, and mixed, of 
whatsover kind and wheresoever situated I give, devise and bequeath unto my brother 
William Disstoh, my friend Qeorge McGowan and the Tacony Saving Fund, Safe 
Deposit, Title and Trust Company. In trust, nevertheless, for the following uses 
and purposes: To keep the same invested in such securities as I may have or to invest 
the same as they may determine and from the income arising from fdl of my said 
estate to pay first to my beloved friend Rachel Asch the sum of 115,000 per year 
during all the term of her natural life, such payment to be made to her by them in 
quarterly installments of |8,760 each, and the first installment to be paid to her three 
months after my decease, and thereafter quarterly as aforesaid. 

The collector of internal revenue assessed and collected a tax from the plaintiffs on 
80 much of the value of this life estate as was payable for life out of the income of 
the personal property of the deceased, upon the theory that this bequest to her is f 
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legacy ariaing from personal property under the terms of the act of 1898, and ta 
which she was entitled to the immediate possession and enjoyment On the other 
hand, the plaintifb contend that this bequest to Rachel Asch is a legacy of a series of 
sums, payable out of the income of the decedent's estate, and as such the amount she 
actually received prior to the repeal of the war-revenue act is alone taxabje. 

This income for life is exactly similar to the income devised for a certain period in 
the case of Yanderbilt v. Eidman (196 U. S., 480), in which case it was conceded that 
such a legacy is taxable as one presently in possession and enjoyment. This case 
rules the one at bar. 

The annuity tables used in computing the value of this life estate were those law- 
fully adopted by the Commissioner of Internal Revenue, under date of December 16, 
1898, as appears in T. D. 20442 and T. D. 20448. These tables were used to compute 
the value of the life estates in the leading case of Enowlton v. Moore (178 U. S., 41),^ 
and were accepted without question. 

The demurrer to the plaintiffs' claim is sustained. 



(T. D. 977.) 
Special tax — Shipment of liquor by wholesale liquor dealer to himself. 

Where a wholesale liquor dealer, upon an order received from a customer and at his 
request, ships the liquor to himself as consignee and sends the bill of lading to 
the customer who presents it at the freight house and receives the package of 
liquor, the sale is regarded as having been made at the place of delivery of liquor 
to the customer, and the shipper is thereby involved in special-tax liability as a 
wholesale liquor dealer at that place. 

Trbasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 16, 1906. 

Sir: Your letter of the 29th ultimo has been received, inqairing 
whether a wholesale liquor dealer, receiving an order for liquor at 
his authorized place of business, can make shipment of the package 
ordered in the manner described as follows, without subjecting him- 
self to special tax at the place where the package is actually deliv- 
ered to the customer, viz: 

The customer directs the wholesale liquor dealer to ship and bill such order in his 
own name (the wholesale liquor dealer's) and to send the bill of lading to the customer, 
who will, upon receipt of the same, present it at the freight house and get the package. 
The customer is good, and is carried on the books of the wholesale liquor dealer, and 
payment for the goods will be made at the authorized place of business of said whole- 
sale liquor dealer. 

In the case thus stated, the liquor ordered by the customer being 
shipped by the wholesale liquor dealer to himself and not to his 
customer's order, the liquor, upon arrival at its destination, still 
remains the property of the wholesale dealer, and the sending of the 
bill of lading taken out by the wholesale dealer in his own name to 
the customer does not take the ownership and control of the package 
of liquor from the wholesale dealer and transfer them to the customer. 
It is only when delivery is made to the customer of ^t^^^^^:^^ of 
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liquor upon his presentatian of the bill of lading at the freight house 
that the sale is completed by the wholesale dei^ler, who thereby 
involves himself in speoial-taz liability as a wholesale liquor dealer 
at that place. 

Respectfully^ John W. TbbkeSi Commissioner. 

Mr. H. O. Weaver, 

Collector Fourth District^ Bwrlington^ Iowa. 



(T. D. 978.) 

Counterfeit dgar stamps. 

Some of the points of difference between the genuine and the counterfeit. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 19, 1906. 
Sir: a letter has been received from Deputy Collector- 



-, referring to the letter of this office to you dated the 2d 
instant, in relation to the 10,000 cigars manufactured in 1899 at 
factory 3741 of W. M. Jacobs, ninth district of Pennsylvania, which 
cigars are now in the hands of '• 

The deputy cc^ector states that he has had experts examine the 
stamps on these cigars, and that there seems to be some doubt as to 
their being counterfeit. He therefore forwarded a sample box of 50 
cigars for inspeeticm of the stamp and decision of this office- 

In your letter of 31st ultimo, in regsrd to these cigars, you stated 
that you had no doubt but that the stamps are counterfeit. 

The sample box sent by the deputy collector has been received and 
the stamp carefully inspected, and it is found to be counterfeit 
beyond any question. 

Some of the points of difference between the genuine and the 
counterfeit are that in the latter the stamps for 50 cigars of the 
series of 1883 are of a different shade of blue, lighter than the 
genuine; the genuine has a green inh cast, counterfeit has not; the 
geometrical lathe work around the Old English letter '<L" and 
monograms "U. S." and **I. R." on the counterfeit are darker and * 
lines blurred; stars and dots in the several letters of the word 
<* Cigars" imperfect; stars not clearly defined in the counterfeit. 

Series of 1899. — Same differences as to color and as to stars in let- 
ters of the word '* Cigars;" no shading below letters forming the 
monogram '* IT. S." in the counterfeit as there is in the genuine. 

The first counterfeit stamps issued by Jacobs & Co. were issued in 
the spring of 1896, and were counterfeits of the genuine plate issued 
under the act of 1883. Another point of difference is the face of 
Clay in the counterfeit is much drawn; the lock of hair on the right 
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Bide of the head is very dark on the counterfeit; on the genuine 
much lighter. When the geometric lathe work is examined with a 
magnifying glass the distinction between the genuine and counter- 
feit is apparent at once. The counterfeit is blurred and indistinct. 

The box of cigars sent by Deputy will be retained 

on the files of this office. 

As you are no doubt aware, efforts have been made to have 
Congress enact a bill to reimburse all innocent holders of cigars 
manufactured by Jacobs and covered by counterfeit stamps, but so 
far without avail. If relief should be granted in the future, 

Mr. wUl apparently be entitled to reimbursement of 

the tax now to be paid by him. 

Respectfully, John W. Ybrkbs, Commissioner. 

Mr. DANESii B. Heiner, 

Collector Twenty-third District^ Pittsburg^ Pa. 



(T. D. 979.) 
Suits on distillers^ bonds. 

Decision of United States circuit court of appeals in the case of United States v. John 
£. Quest.— Where a distillery and its contents were seized and spirits were lost by 
reason of the negligence of a Qovernment officer, after the same had been taken in 
possession by the Government, the bond is liable for the tax.— Interest at the rate 
of 1 per cent per month is recoverable as interest and uQt as penalty, and the flve- 
year limitation prescribed by act of Ck)ngress does not apply. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, February 21, 1906. 
The appended extract of opinion of the United States circuit couru 
of appeals is published for the information of internal-revenue 
officers and others concerned. 

John W. Yerkbs, Commissioner. 



United States Circuit Court of Appeals, Fourth Circuit.-— No. 610. 

United St<Ues, plaintiff in error, v. John E. Quest, defendant in error. 

In error to the district court of the United States for the western district of South Carolina. 

[February 6, 1906.] 

Before Pritchard, Circuit Judge, and Waddill, Jr., and Keller, District Judges. 

Waddill, Jr., delivered the opinion of the court: The United States, the plaintiff 
in error, filed its complaint in the court below on the 19tk day of March, 1904, against 
William A. Morgan, James L. Trammel, and John E. Guest, the latter of whom |8 liie 
defendant in error here, to recover judgment upon a certain distiller's bond executed 
by the said William A. Morgan, as principal, with the said Trammel and Quest as 
sureties. The Government sought to recover the sum of |51.16, stamp tax on spirits 
'contained in a certain package removed from one .of its distillery ward^ouses, with 
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interest thereon at the rate of 1 per cent per month from the Ist day of October, 
1896; and also for the sum of 188.12 for deficiency spirits during the months of June 
and July, 1896, with interest at the same rate from the 1st day of February, 1897, 
until paid, together with a penalty of 6 per cent imposed upon the said two sums. 
Judgment by default was entered against the principal defendant; Trammel, surety, 
had left the State, and service was not had upon him ; and the surety, John E. Guest, 
appeared and interposed his defense, setting up, among other things, the plea of the 
statute of limitations, the lack of notice to him as surety of the assessment, and 
«I>ecially pleaded as follows: 

Specifically answering the allegations of the second and fourth paragraphs of the 
complaint, this defendant alleges on information and belief that some time during the 
summer of 1896 the collector of internal revenue for the district of South Carolina 
49eized the distillery of the said William A. Morgan and all the whisky in the ware- 
house and took possession of the same ; that the sud collector, his agents and servants, 
so negligently guarded said whisky that large quantities thereof were abstracted from 
said warehouse, including the said package No. 67, and that this caused the alleged 
deficiency set forth and sued for in this action, and that, therefore, this defendant, as 
aurety on said bond, is not liable therefor. 

A jury was impaneled, and the allegations set up in said fourth paragraph admitted, 
as well as the fact that the cause of action arose more than six years prior to the time 
of the institution of the suit. .Upon this pleading, the court, among other things, 
ruled that the recovery for the special tax of |51.16 could not be had against the 
defendant, because of the loss of the spirits upon which the tax was charged by rea- 
son of the negligence of a Government officer, after the same had been taken posses- 
sion of by the Government, and without fault on the part of the defendant. The 
court further held that the statute of limitations did not run against the Government, 
as to the debt sued on, but that under section 1047 of the Revised Statutes, so 
far SB the penalty was concerned, the statute limiting such recovery to five years 
applied; and that the 1 per cent claimed by the Government was in the nature of 
a penalty, and was barred, and only legal interest could be recovered ; and the court 
thereupon instructed a verdict in favor of the Government against the defendant 
Ouest for only the sum of $88.12, the deficiency sued for, with interest from the 7th 
day of February, 1897, at the rate of 7 per cent per annum, that being the legal 
interest rate in the State of South Carolina. The Government reserved exceptions 
to the rulings of the court, and presents for our consideration the correctness of 
such rulings in the three particulars mentioned, namely, whether recovery can be had 
against a surety on a distiller's bond, for losses arising in the distillery warehouse, 
after the spirits on which the tax was assessed had been seized by the Government 
officer; whether the 1 per cent per month specified in the statute was recoverable as 
interest upon the debt due the Government, and as against which the statute of 
limitations would not run; or, whether the same should be treated in the nature of a 
penalty, and subject to the five-year limitation prescribed by the act of Congress. 

We are inclined to differ with the learned judge of the lower court in all three par- 
ticulars. As to the loss of the spirits, it is true the distillery and its contents bad been 
aeized by the Government's representative, and the defendants may be said to have in 
no manner brought about the loss; still, it does not serve to relieve the liability under 
the bond. That the Government is not liable for negligence or laches of its officers or 
agent is well recognized and settled ; and such negligence constitutes no bar or defense 
to a recovery upon a.bond taken by the Government. Hart v. United States (96 U. S., 
316; 24 L. ed., 479); Mintum v. United States (106 U. S., 487; 27 L. ed., 208); United 
States 0. Witten (148 U. S., 76; 86 L. ed., 81). 

Section 8221 of the Revised Statutes provides a method for the abatement of taxes 
on distilled spirits where the same have been lost or destroyed, namely, by appeal to 
the Secretary of the Treasury ; and it is only under this section that relief in such cases 
can be secured. . r\r\nii> 
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Section 8184 of the ReTised Statutes prescribes interest at the rate of 1 per cent per 
month upon taxes and assessments of the character inyolved here; and ourcondusion 
is that this is recoverable as interest and is not a penalty, there being a 6 per cent 
penalty spedflcally prescribed on the amount of the tax. 

This is an ordinary suit, or, technically speaking, action of debt, upon a bond taken 
by the Government to secure its revenue; and on recovery under the same interest 
runs at the rate of 1 per cent per mpnth, or 13 per cent per annum, the rate prescribed 
by the act of Congress; and the statute of limitations, as recognized by the court 
below, does not run agaiust the Government in the collection of its debts; while it 
does against the enforcement of the penalties, by reason of the act of C!ongress in such 
case made and provided. 



(T. D. 980.) 
Renovated bvMer — Laws applicable. 

Section 4 of the act of March 8, 1891, as amended by section 8 of the act of March 2,. 
1895, held by the court to be applicable to the oleomargarine act so that the 
removal of stamps and caution notices attached to original packages of renovated 
butter, which is the subject of interstate commerce, constituted an offense. The 
arrival of renovated butter duly stamped and labeled, as provided by law, within 
a State other than that from which it was shipped, did not divest the butter of ita 
interstate commerce character so as to immediately entitle the consignee to remove 
such marks and labels without liability for violating such law. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. 0., February ^5, 1906. 
To collectors of internal revenue and others : 

The appended decision of the United States district conrt relative 
to renovated batter is published for the information of all concerned. 

John W. Yerkes, Commissioner. 



DiSTBiCT Court, Nobthbbk Dibtsiot of Nbw York. April 26, 1905. (187 Feci. 

Rep., 179.) 
United States T. Green. 

1. Rbhotatbd Butter— Ihtbrstatb Commbrcb— Packagbs-^Stamps— Rbmoyal — 
OvFKssES — Statutes. 
Act Congress May 9, 1902 (ch. 784, 32 Stat, 198; U. S. Comp. Stat. Supp., 1908, p. 
265), providing for the inspection of renovated batter, imposes a special tax thereon,, 
represented by coapon stamps; and section 5, 82 Stat., 196 (U. S. Comp. Stat. 
Supp. , 1908, p. 269) , declares that all applicable parts of act of August 18, 1890 (ch. 889, 
26 Stat, 414; U. S. Comp. Stat, 1901, p. 8175), providing for inspection of meats for 
export, and of act of March 8, 1891 (ch. 555, 26 Stat, 1090), as amended March 2, 
1895 (ch. 169, 28 Stat , 782 ; U. S. Comp. Stat. , 1901, p. 8190), providing for the inspec- 
tion of live cattle, etc., carcasses, meat products, etc., which are the subject of inter- 
state commerce, shall apply to process or renovated butter. Act Congress March 8, 
1891 (sec. 4), as amended by act March 2, 1895 (sec. 8), requires inspected meat 
products to be stamped and labeled, and declares that any person who shall knowingly 
and wrongfully deface and destroy any such stamps, according to the regulations 
of the Secretary of Agriculture, shall be guilty of misdemeanor. Held that such 
section 4 was applicable to the oleomargarine act, so that the removal of stamps and 
caution notices attached to original packages of renovated butter, which is the sub- 
ject of interstate commerce, constituted an offense. Digitized by V^OOQIC 
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S. Sams— Tebmination of Intbbstatb ComoBBOs— ^UBCosQUBira Aors— Bitbot. 
Ui^ier oleomargarine act (act Congreas, May 9, 1902, ch. 784» 8d Stat., 198; U. 6. 
Comp. Stat Sapp., 1908, p. 870, sec. 1), declaring that renovated butter trans- 
ported into any State, and remaining there for use or sale, shall on arriyal be sub- 
ject to State laws for the exercise of police powers, as though produced within the 
State, the arrival of renovated butter, duly stamped and labeled, as provided by 
such act, within a State other than that from which it was shipped, did not divest 
the butter from its interstate commerce character so as to immediately entitle the 
consignee to remove such marks and labels without liability for violating such act. 

Demurrer to indictment charging the defendant, a wholesale importer and dealer in 
butter, with the crime of having removed at Binghamton, Broome County, K. Y., 
the words "renovated butter," also the stamps and caution notices, from original 
packages of that article manufactured, so labeled or marked, and so stamped, etc., and 
flold to the defendant in the State of Ohio, and by him brought or shipped into the 
State of New York for sale at wholesale and in improper packages, and there resold 
after the said words, stamps, and notices had been removed. By this act of removing 
the said words and such stamps and notices from such packages, the defendant is 
alleged to have committed a crime in violation of the acts of March 2, 1895 (ch. 169, 
«ec. 4, 28 Stat., 782; U. S. Comp. SUt., 1901, p. 8190), Maich 2, 1901 (ch. 806, 81 
Stat., 926; U. S. Comp. Stat., 1901, p. 8198), and May 9, 1902 (ch. 784, 82 Stat, 198; 
U. S. Comp. Stat Supp., 1908, p. 408). The defenduit demurs on the ground that 
the said acts do not constitute a crime. 

Rat, DUhiet Judge: By the oleomargarine act approved May 9, 1902 (ch., 784, 82 
Stat , 194 ; U. S. Comp. Stat Supp., 1908, p. 267 ; Public No. 110), it is provided (sec. 
4), after defining butter and ''adulterated butter: " 

That ''process butter" or " renovated butter" is hereby defined to mean butter 
which has been subjected to any process by which it is melted, clarified or refined 
and made to resemble genuine butter, always excepting "adulterated butter" as 
defined by this Act. 

That special taxes are imposed as follows : 

Manufacturers of process or renovated butter shall pay fifty dollars per year and 
manufacturers of adulterated butter shall pay six hundred dollars per year. Every 
person who engages in the production of process or renovated butter or adulterated 
l)utter as a business shall be considered to be a manufacturer thereof. • • * 

That every person who carries on the business of a manufacturer of process or 
renovated butter or adulterated butter without having paid the special tax therefor, 
as required by law, shall, besides being liable to the payment of the tax, be fined not 
less than one thousand and not more than five thousand dollars. « • « 

That every manufacturer of process or renovated butter or adulterated butter shall 
file with the collector of internal revenue of the district in which his manufactory is 
located such notices, inventories, and bonds, shall keep such books and render 
such returns of material and products, shall put up such signs and affix such number 
of his factory, and conduct his business under such surveillance of officers and agents 
as the (Commissioner of Internal Revenue, with the approval of the Secretary oi the 
Treasury, may by regulation require. But the bond required of such manufacturer 
ahall be with sureties satisfactory to the collector of internal revenue, and in a penal 
sum of not less than five hundred dollars and the sum of said bond may be increased 
from time to time and additional sureties required at the discretion of the collector or 
under instructions of the Commissioner of Internal Revenue. * • * 

That upon adulterated butter, when manufactured or sold or removed for consump- 
tion or use, there shall be assessed and collected a tax of ten cents .per pound, to be 
paid by the manufacturer thereof, and any fractional pari of a pound shiul be taxed as 
a pound, and that upon process or renovated butter, when manufactured or sold or 
removed for consumption or use, there shall be assessed and collected a tax of one- 
fourth of one cent per pound, to be paid by the manufacturer thereof, and any frac- 
tional part of a pound shall be taxed as a pound. The tax to be levied by this section 
shall be represented bv coupon stamps, and the provisions of existing laws governing 
«ngraving, issuing, safe, accountabilty. eflacement, and destruction of stamps relating 
to tobacco and snuff, as far as applicable, are herebv made to apply to the stamps pro- 
vided by this section. Digitized by V^OOglC 



22 

Section 5 provides as follows : 

All parts of an Act providing for an inspection of meats for exportation, approved 
August thirtieth, eighteen hundred and ninety, and of an Act to provide for the 
inspection of live cattle, hogs, and the carcasses and products thereof which are the 
subjects of interstate commerce, approved Mai'ch third, eighteen hundred and ninety- 
one, and of amendment thereto approved March second, eighteen hundred and ninety- 
five, which are applicable to the subjects and purposes described in this section shall 
apply to process or renovated butter. And the Secretary of Agriculture is hereby 
authorized andi required to cause a rigid sanitary inspection to be made, at such times 
as he may deem proper or necessary, of all factories and storehouses where process or 
renovated butter is manufactured, packed, or prepared for market, and of the prod- 
ucts thereof and materials going into the manufacture of the same. All process or 
renovated butter and the packages containing the same shall be marked with the 
words "Renovated Butter" or "Process Butter" and by such other marks, labels, or 
brands and in such manner as may be prescribed by the Secretary of Agriculture, and 
no process or renovated butter shall be shipped or transported from its place of manu- 
facture into anv other State or Territory or the District of Columbia, or to any foreign 
country, until it has been marked as provided in this section. The Secretary of Agri- 
culture shall make all needful regulations for carrying this section into effect, and 
shall cause to be ascertained and reported from time to time the quantity and quality 
of process or renovated butter manufactured, and the character and the condition of 
the material from which it is made. ' And he shall also have power to ascertain whether 
or not materials used in the manufacture of said process ur renovated butter are 
deleterious to health or unwholesome in the finished product, and in case such 
deleterious or unwholesome materials are found to be used in product intended for 
exportation or shipment into other States or in course of exportanon or shipment he 
shall have power to confiscate the same. Any person, firm, or corporation violating 
any of the provisions of this section shall be deemed guilty of a misdemeanor and 
on conviction thereof shall be punished by a fine of not less than fifty dollars nor more 
than five hundred dollars or by imprisonment not less than one month nor more than 
six months, or by both said punishments, in the discretion of the court. 

The act approved March 8, 1891 (ch. 655, 26 Stat., 1090), as amended by agricultural 
appropriation bill, approved March 2, 1895 (ch. 169, 28 Stat., 782; U. S. Comp. 
Stat. 1901, p. 8190; Public Ko. 555), being "An Act' to provide for the inspection 
of live cattle," etc., provides in section 1 for the inspection of all cattle, etc., intended 
for export to foreign countries from the United States, and in section 2 for a careful 
inspection of all live cattle, the meat of which is intended for exportation to any 
foreign country. Section 8 of such act reads as follows: 

Sec. 8. The Secretary of Agriculture shall cause to be inspected prior to their slaugh- 
ter, all cattle, sheep, and hogs which are the subjects of interstate commerce and which 
are about to be slaughtered at slaughter houses, canning, salting, packing, or render- 
ing establishments in any State or Territory, the carcassen or products of which are to 
be transported and sold for human consumption in any other State or Territory or the 
District of Columbia, and in addition to the aforesaid inspection, there may be made 
in all cases where the Secretary of Agriculture may deem necessary or expedient under 
the rules and regulations to be by him prescribed, a post-mortem examination of the 
carcasses of all cattle, sheep, and hogs, about to be prepared for human consumption 
at any slaughter house, canning, salting, packing, or rendering establishment in any 
State or Territory or the District of Columbia, which are the subjects of interstate 
commerce. 

Section 4 of the act, as amended, reads as follows: 

Sec. 4. That said examination shall be made in the manner provided by rules and 
regulations .to be prescribed by the Secretarv of Agriculture, and after said examina- 
tion the carcasses and products of all cattle, sheep, and swine found to be free of 
disease and wholesome, sound, and fit for human food, shall be marked, stamped, or 
labeled for identification as may be provided by said rules and regulations of the 
Secretary of Agriculture. Any person who shall forge, counterfeit, simulate, imitate, 
falsely represent, or use without authority, or knowingly and wrongfully alter, deface, 
or destroy any of the marks, stamps, or other devices provided for in the regulations 
of the Secretary of Agriculture, of any such carcasses or their products, or who shall 
forge, counterfeit, simulate, imitate, falsely represent, or use without authority, or 
knowingly and i^rongfully alter, deface, or destroy any certificate or stamp provided 
in said regulations, shall be deemed guilty of a misdemeanor, and on conviction thereof 
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shall be punished by a fine not exceeding one thousand dollare, or imprisonment not 
exceeding one year, or by both said pumi^ments, in the di8a:e1ion of the court. The 
Secretary of Agriculture is hereby authorized to make such rules i&nd regulations as 
he may decide to be necessary to prevent the transportation from one State or Territory 
or the District of Columbia into any other State or Territory or the District of Columbia, 
or to any foreign country of the condenmed carcasses or parts of carcasses of cattle, sheep, 
and swine, which have been inspected in accordance with the provisions of this Act. 
Any person, company, or corporation owning or operating any such slaughter house, 
abattoir, or meat curing, packing, or canning establishment, or any employee of the 
same, that shall willfully violate any provision of this Act shall be deemed guilty of a 
misdemeanor, and on conviction thereof, shall be punished for each offense bv a fine 
not exceeding one thousand dollars or imprisonment not exceeding one year, or by both 
said punishments, in the discretion of the court. « 

It will be noted that section 3 of the act of March 8, 1891, provides for the inspec- 
tion prior to slaughter of all cattle, sheep, and hogs which are the subject of inter- 
state commerce, and which are about to be slaughtered at certain establishments in 
any State or Territory of the United States, and the carcasses or products of which are 
to be transported and sold for human consumption in any other State or Territory 
than the one in which such cattle, etc., are slaughtered. A post-mortem examination 
of the carcasses of such animals about to be prepared for human consumption at such 
places may also be made when same are the subjects of interstate commerce. This exami- 
nation is to be made in the manner provided by rules and regulations to be prescribed 
by the Secretary of Agriculture, and after such examination such carcasses and products 
as are found to be free of disease, wholesome, sound, and fit for human food are to be 
marked, stamped, or labeled for identification in such manner as may be provided by 
the rules and regulations of the Secretary of Agriculture. Evidently it was the pur- 
pose of Congress to provide for an inspection and an examination of all such animals 
and of the meat, etc., of all such animals intended for human food, and either made 
or intended to be made the subject of interstate commerce. Section 4 clearly provides 
for the marking, stamping, or labeling of these products, and the purpose of such 
marking, stamping, or labeling is declared tp be the identification of such meats 
or products. Evidently the means of identification, to wit, the marks, stamps, or 
labels, are to attend, go with, and be attached to these meats or products until 
they have reached the hands of the consumer. If not, the law would be complied 
with by merely marking, stamping, or labeling these meats or products; and the 
purchaser or manufacturer would be at liberty to remove, cancel, or destroy the 
marks, stamps, or labels immediately thereafter, or at any time when he desired to 
transfer the title thereto to another person, and keep such person in ignorance of 
the fact that the meats or products had been subject to the inspection and examina- 
tion above referred to, and were or had been the subjects of interstate commerce. 
Section 4 declares, among other things, that any person who shall knowingly and 
wrongfully alter, deface, or destroy any of the marks, stamps, or other devices pro- 
vided for in the regulations of the Secretary of Agriculture, of any such carcasses or 
other products, shall be deemed guilty of a misdemeanor, and on conviction thereof 
shall be punished by a fine not exceeding |1,000, or imprisonment not exceeding 
one year, or by both said punishments, in the discretion of the courts. 

These marks, stamps, or labels kept upon the meat products referred to will tell to 
the officers of the Government and to all dealers whether or not such products have 
been properly inspected and examined, and whether or not they are or have been sub- 
jects of interstate commerce. Such marks, etc., will also tell whether or not such 
meats have been approved by the proper authorities as fit for human consumption. 
They will also enable the Government to follow and identify such meats, etc., if for 
any reason such action becomes necessary. Section 5 of the oleomargarine act, 
approved May 9, 190'^, and above quoted, has made the provisions of the above act 
approved March 8, 1891, as amended, applicable to process or renovated butter, and 
has provided that the Secretary of Agriculture shall cause a rigid sanitary inspection 
to be made of all factories and storehouses where process and renovated butter is 
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manufactured, packed, or prepared for market, and of the products thereof, and of 
ail materials going into the manufacture of same. The oleomargarine act also pro- 
Tides that: 

All process or renovated butter and the packages containing the same shall be 
Aiiarked with the words ** Renovated Butter" or ''Process Butter and by such other 
marks, labels, or brands and in such manner as may be prescribed by the Secretary of 
Agriculture, and no process or renovated butter shall be shipped or transported from 
Its place of manufacture into any other State or Territory or the District of Columbia, 
or to any foreign country, until it has been marked as provided in this section. 

The oleomargarine act, approved May 9, 1902, not only provides that renovated 
butter and the packages containing the same shall be marked with tlie words "reno- 
vated butter" or ''process butter," but that it shall not be transported or shipped 
into any State or Territory or any foreign country other than that of its manufacture, 
until it has been so marked. Section 6 of that act also imposes a penalty for the ship- 
ment, transportation, or removal of such renovated butter to another State or Territory, 
if such provision for marking or labeling shall not have been complied with. 

Congress evidently had a purpose in providing in section 5 that all parts of the act 
for an inspection of meats, etc., and above referred to, applicable to the subjects and 
purposes described in the oleomargarine act should apply to processor renovated butter. 
The provisions in the oleomargarine act providing for inspection and the making of 
needful rules and regulations for carrying the act into effect, etc., correspond, as to 
purpose, etc., with the provisions of sections 1, 2, and 8 of the act for inspection of live 
cattle, etc., approved March 8, 1891, and as subsequently amended. In the oleomar- 
garine act we find no provision making it a criminal offense to forge, counterfeit, etc. , or 
to knowingly and wrongfully alter, deface, or destroy any of the marks, stamps, or other 
devices provided for in the regulations of the Secretary of Agriculture or in the law ; 
but we must conclude, and it is evident, that there is as much necessity for such a 
provision in regard to renovated or process butter as in reference to m^ts, etc., 
intended for human consumption. Butter is used largely for human food, and the 
act bears on its face abundant evidence that one of its purposes is to prevent the inter- 
state transportation and sale of process or renovated butter unless properly stamped, 
labeled, etc. 

Is it necessary, proper, or advisable that the stamps, marks, labels, etc., upon 
renovated or process butter or the packages containing same, shall not be removed, 
altered, or defaced until such article has reached the hands of the consumer? Evi- 
dently so. Otherwise, at any time after the process or renovated butter has left the 
factory, on its wa; to another State or Territory, the labels and marks may be removed 
with impunity, and especially after such renovated butter has reached another State 
is the -penon transporting it at liberty to remove all such marks. Its identity as process 
or renovated butter is then destroyed, and it may be sold and resold in the State or 
Territory to which shipped as genuine butter, or, as applied to this case, the renovated 
butter, manufactured in Ohio, and being a subject of interstate commerce, and having 
entered into interstate commerce, having been shipped to and received in the State of 
Kew York by a dealer in butter, and not a consumer, is, with the mai'ks removed, 
placed upon the market as genuine butter, and, with the marks to identify it as proc- 
ess or renovated butter removed, may be transported to the State of Connecticut or 
any other State, or to a foreign country, as genuine butter. If the marks, etc., "for 
identification," have been removed, the Government can not follow it even while remain- 
ing an article of interstate commerce. If such stamps, labels, etc. , may be removed then 
the purpose of the law, aside from the payment of the original tax imposed upon such a 
product is absolutely defeated. It is evident that Congress intended to incorporate and 
has incorporated into the oleomargarine law the act approved May 9, 1902, section 4 
of the act approved March 8, 1891, being "An Act to provide for the inspection of live 
cattle, hogs, and the carcasses and products thereof, which are the subjects of inter- 
state commerce, and for other purposes," as amended, so far as applicaUe, and section 
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4. as amended, is applicable and pertinent and neoesttiy to carry into full force and 
effect the purpose of the oleomargarine law, wliich applies to renovated or process 
butter. Applying the provisions of section 4 of the act of March 8, 1891» as amended, 
to the oleomargarine law, and we would have that section incorporated therein read 
as follows: 

That said examination shall be made in the manner provided by rules and regula- 
tions to be prescribed by the Secretary of Agriculture, and after said examination all 
process and renovated butter found to be wholesome, sound and fit for human food 
shall be marked, stamped or labeled for identification as maybe provided by said rules 
and regulations of the Secretary of Agriculture. Any person who shall forge, coun- 
terfeit, simulate, imitate, falsely represent or use without authority or knowmgly and 
wronrfullv alter, deface or destrov any of the marks, stamps or other devices pro- 
videa for m the regulations of the Secretary of Agriculture of any such process or reno- 
Tated butter or who shall forge, counterfeit, simulate, imitate, falsely represent or 
use without authority, or knowingly and wrongfully alter, deface or destroy any certifi- 
cate or stamp provided in said regulations, shall be deemed guilty of a misdemeanor, 
and on conviction thereof shall be punished by a fine not exceeding one thousand dol- 
lars or imprisonment not exceeding one year, or by both said punishments, in the dis- 
cretion of the court. « • « 

Substantially the only change necessary to be made in section 4 in order to adapt it 
to the oleomargarine act is to strike out the words *' carcasses or other products *' 
wherever they occur, and insert in lieu thereof the words *' process or renovated 
butter." 

It seems to this court self-evident that the plain intent and purpose of Congress was 
to make it a crimfnal offense and punishable to forge, counterfeit, simulate, imitate, 
falsely represent, or use without authority, or knowingly and wrongfully alter, deface, 
or destroy, any of the marks, stamps, or other devices provided for in tiiie regulations 
of the Secretary of Agriculture of any process or renovated butter, or to forge, coun- 
terfeit, simulate, imitate, falsely represent, or use without authority, or to knowingly 
and wrongfully alter, deface, or destroy any certificate or stamp provided in said 
regulation and to declare either of such offenses a misdemeanor, and to provide a pun- 
ishment on conviction by fine not exceeding |1,000, or imprisonment not exceeding one 
year, or both,, in the discretion of the court. Instead of incorporating the language 
of the act of March 8, 1891, as amended March 2, 1805, into the oleomargarine law 
said act was referred to, and it is explicitly provided that: 

All parts of an Act providing for the inspection of meats for exx>ortation, approved 
August thirtieth, eighteen hundred and ninety, and of An Act to provide for the 
inspection of live cattle and hogs and the carcasses and the products thereof, which are 
the subjects of interstate commerce, approved March thirds eighteen hundred and 
ninety-one, and of the amendment thereto approved March second, eighteen hundred 
and ninety-five, which are applicable to the subjects and purposes described in this 
section shall apply to process or renovated butter. 

It follows necessarily that if the purposes of the oleomargarine law are substantially 
the same as the purposes of the meat and cattle inspection law, above referred to, the 
provision above referred to, making it a crime to remove or deface the stamps, marks, 
etc., has been incorporated in, and must be read into and as a part of, the oleomargarine 
law. Congress is not supposed to have used the language it did in section 5 of the 
oleomargarine act without a purpose, and the language used either incorporates the 
criminal provisions referred to into that act, or fails to incorporate any part of the 
cattle and meat inspection law into the oleomargarine act; and the language of section 

5, referred to, becomes meaningless and inoperative. 

Section 4 of the oleomargarine act, among other things, provides: 

* * * And that upon process or renovated butter, when manufactured or sold or 
removed for consumption or use, there shall be assessed and collected a tax of one- 
fourth of one cent per pound to be paid by the manufacturer thereof, and any frac- 
tional part of a pound shall be taxed as a pound. The tax to be levied by this section 
shall be represented by coupon stamps, and the provisions of existing laws governing 
engraving, issuinff, sale, accountability, effacement, and destruction of stamps relat- 
ing to toBacco and snuff, as far as applicable, are hereby made to apply to the stamps 
provided by this sectiwi. ^g.^.^^^ .^ V^OOglC 
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Without going in detail into the proYidonB of law relating to the affixing of stamps^ 
etc., and the cancellation thereof, it is sufficient to call attention to section 8864 of the 
Revised Statutes (U. 8. Comp. Stat., 1901, p. 2202), which proTides for the affixing 
of a lahel to each package of tohacco or snuff manufactured ; and such section also 
provides that — 

Every manufacturer of tobacco who neglects to print on or affix such label to any 
package containing tobacco made by or for him, or sold or offered for sale by or for 
him, and every person who removes any such label so affixed from any such package, 
shall be fined fifty dollars for each package in respect to which such offense shall be 
committed. 

See, also, sections 8878, 8874 (U. S. Comp. Stat. 1901, p. 2206). 

The act of June 6, 1896 (ch. 887, 29 Stat., 265; U. 8. Comp. Stat. 1901, p. 2289), 
entitled ''An Act defining cheese and also imposing a tax upon and regulating the 
manufacture, sale, importation and exportation of filled cheese," contains the follow- 
ing section (sec. 9) : 

That upon all filled cheese which shall be manufactured there shall be assessed and 
collected a tax of one cent per pound, to be paid by the manufacturer thereof; and 
any fractional part of a pound in a package shall be taxed as a pound. The tax 
levied by this section shall be represented by coupon stamps: and the provisions of 
existing laws governing the engraving, issue, sale, accountability, effacement and 
destruction of stamps relating to tobacco and snuff, as far as applicable, are hereby 
made to apply to stamps provided for by this section. 

This provision incorporating into that law the existing provisions of law governing 
the engraving, issue, sale, accountability, effacement, and destruction of stamps relat- 
ing to tobacco and snuff was made the subject of discussion by the Supreme Court of 
the United States in Cornell v. Coyne (192 U. 8. , 418 ; 24 Sup. Ct. Rep. , 888 ; 48 L. ed. , 604). 
Both in the opinion of the court by Mr. Justice Brewer, and in the dissenting opinion 
by Mr. Justice Harlan, that section and its effect are discussed ; and it is nowhere sug- 
gested that the language of section 9 of the filled -cheese act does not fully incorporate 
therein the provisions of existing law relating to the engraving and effacement and 
destruction of stamps on packages of tobacco and snuff. 

In the opinion of this court the provisions of law referred to are effectively incor- 
porated in the oleomargarine law, and are to be read and enforced as a part thereof. 

But for section 1 of the act, process or renovated butter would remain an article 
subject of interstate commerce until it had reached the hand of some purchaser, 
in the State to which carried, other than the general dealer importing tt for sale only. 
How far section 1 operates to permit the purchaser of pi*OGess or renovated butter, 
who has removed it to a State other than the one where manufactured, to '* treat it aa 
his own," or '' do with it and the packages in which contained as he likes," is a neces- 
sary subject of inquiry. Section 1 reads: 

That all articles known as oleomargarine, butterine, imitation, process, renovated, or 
adulterated butter, or imitation cheese,*or any substance in the semblance of butter or 
cheese not the usual product of the dairy and not tnade exclusively of pure and 
unadulterated milk or cream, transported into any State or Territory or the District 
of Columbia, and remaining therein for use. consumption, sale, or storage therein, 
shall, upon the arrival within the limits of such State or Territory or the District of 
Columbia, be subject to the operation and effect of the laws of such State or Terri- 
tory or the District of Columbia, enacted in the exercise of its police powers to the 
same extent and in the same manner as though such articles or substances had been 
produced in such State or Territory or the District of Columbia, and shall not be 
exempt therefrom by reason of being introduced therein in original packages or 
otherwise. 

This court is not prepared to assent to the claim that this section wholly divests the 
articles named therein, including process or renovated butter, of their character aa 
subjects of interstate commerce, immediately on their arrival in a State other than 
that of their production, at least to such an extent aa to permit the removal of all 
marks, labels, etc., required by the national law to be affixed when a subject of inter- 
state commerce. Marked and labeled by order of the General Government " for iden- 
tification " and stamped, the tax having been paid, the pro^|g oi^^^^fyt>utter so 
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marked or labeled is distmguiflhable from all other. Other prooeas or renovated but- 
ter made in the same &ctory, and equally subject to the law, but not inspected^ 
marked, labeled, or stamped, may be shipped into another State at the same time. 
Has the General Government lost Jurisdiction over the latter because of section 1 of 
the act in question ? May not the Government officials follow it ? Can inspection or 
tax, or both, be avoided by shipping it over the border of the State 1 Has not the 
Government marked and labeled, or caused to be marked and labeled, that which was 
examined and inspected, and on which the tax was paid, for purposes of identifica- 
tion — ^for the purpose of distinguishing it from that not inspected and examined and 
on which the tax has not been paid ? Has not the Government the right to demand 
that such marks and labels and stanfps shall remain until the article reaches the ulti- 
mate consumer, or, at least, until it has passed to a purchaser in the State to which 
taken and has become commingled in the common mass of property in the State ? 
Does not the purchaser who takes the article from one State to another take it with 
knowledge of the law, and does he not assent to the proposition that such marks* etc.^ 
shall remain ? 

It is true that section 1 of this act is substantially the same as a similar section in 
what was known as the "Wilson bill," and which was made the subject of examina- 
tion and decision by the Supreme Coutt of the United States in In re Rahrer (140 
U. S., 545; 11 Sup. Ct., 865; 86 L. ed., 572). In that case the court said (p. 660, 140 
U. S. ; p. 868, 11 Sup. Ct ; 85 L. ed., 572): 

Congress has now spoken, and declared that imported liquors or liquids shall, upon 
arrival in a State, fall within the category of domestic articles of a similar nature. 

And again (p. 562, 140 U. S. ; p. 869, 11 Sup. Ct. Rep. ; 85 L. ed., 572): 
No reason is perceived why, if Congress chooses to provide that certain designated 
subjects of interstate commerce shall be governed by a rule which divests them of that 
character at an earlier period of time than would otherwise be the case, it is not within 
its competency to do so. 

As early as the decision of Brown v. Maryland (12 Wheat., 419; 6 L. ed., 678), it was 
held that interstate commerce could not be stopped at the external boundaries of 
the State, but must enter the interior of the State and includes a sale therein. This 
power to sell, as a part of interstate commerce, was applied in that case to foreign 
commerce, but Chief Justice Marshall said the power would be the same as applied 
to commerce between the States. 

In SchoUenberger v. Pennsylvania (171 U. S., p. 28; 18 Sup. Ct. Rep., 765; 43 L. ed.^ 
49), the court said : 

In the absence of Congressional legislation, therefore, the riffht to import a lawful 
article of commerce from one State to another continues until a sale in the original 
package in which the article was introduced into the State. 

Without going into the numerous cases bearing to some extent, even though indirectly, 
on the question, this comrt is of the opinion that in making process or renovated butter 
transported into a State, and remaining therein for use, consumption, sale, or storage 
therein, subject on arrival in such State to the operation and effect of the laws of such 
State enacted in the exercise of its police power to the same extent and in the same 
manner as though such articles had been produced in such State, and declaring that 
same shall not be exempted from such laws by reason of being introduced into such 
State in original packages or otherwise. Congress did not intend to confer any power 
and has not conferred any power on any person to remove the marks, labels, stamps, etc. , 
from process or renovated butter. When the packages are used, the marks, stamps, etc. , 
aie to be destroyed. New York has passed no law allowing this to be done, and it is 
not seen that such a law could be passed in the legitimate exercise of the police power 
of the State. Section 1 of the oleomargarine act was not intended to abrogate any 
penalty imposed for the violation of the penal provisions referred to, or to permit the 
acts therein forbidden, or to empower a State to make any law interfering with the 
operation of such laws, unless there should arise a conflict between the laws of the 
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United States and those of the State passed in the legitimate exercise of its police 
power. It is perfectly clear that to permit the removal of the stamps, marks, labels, 
etc., on packsges of a food product of this character, and specifically authorized by 
law, whUe such articles remain an article of interstate commerce, or even thereafter, 
when we consider the objects and purposes of the law, would not only defeat the 
objects and purposes of the legislative body as to inspection, etc., but open the doors 
wide to frauds on the revenue. The placing of the marks, etc. , on the packages implies 
they are to remain. 

Attention has been called to the proviso in the act of March 2, 1901, ''An Act making 
appropriation for the Department of Agriculture for the fiscal year ending June 80, 
1902'' (81 Stat., 926). That proviso reads as follows: 

That the Secretary of Agriculture may construe the provisions of the Act of March 
third, eighteen hundred and ninety -one, as amended March second, eighteen hundred 
and ninety -five, for the Inspection of live cattle and products thereof, to include dairy 
products mtended for exportation to any foreign country and may apply, under rules 
and regulations to be prescribed by him, the provisions of said Act for inspection and 
certification appropriate for ascertaining the purity and quality of such products, and 
may cause the same to be so marked, stamped or labeled as to secure their identity and 
make known in markets of foreign countries to which they may be sent from the 
United States their purity, Quality and grade; and all the provisions of said Act relat- 
ing to live cattle and products thereof for export shall apply to dairy products so 
inspected and certified. 

I find nothing in this proviso inconsistent with the views expressed. This proviso 
amplifies the power of the Secretary of Agriculture as to dairy products intended for 
exportation to any foreign country, but does not purport to limit the powers before 
granted by the acts to which attention has been Invited. It has no possible reference 
to dairy products transported or to be transported from one State to another — interstate 
commerce, pure and simple. 

It is not necessary here to recite the rules and regulations of the Secretary of Agri- 
culture duly made and promulgated pursuant to and by virtue of the statutes above 
quoted. It is sufficient to say that they are ample, in due form, and provide for cou- 
pon stamps to be securely affixed to the side of the package and canceled. "Such 
stamps must contain the name of the collector, his district and State, and show thereon 
the date of payment of the tax, the number of pounds, and the number of the factory." 
Also for labels on each package, on which are to be printed the number of the factory, 
the revenue district and State in which situated, and also a notice containing the words 
"renovated butter" or "process butter," etc. These stamps, marks, or labels, and 
notices, affixed to packages of renovated butter at the factory in Ohio, were removed 
by the defendant after the same reached the city of Binghamton, N. Y., where the 
packages were put in cold storage. The defendant purchased the goods in Ohio, 
brought them to New York for sale, where he removed all these stamps and marks, 
and thereafter sold same — such renovated butter — in New York. 

The indictment states facts constituting a crime, and the demurrer thereto is over- 
ruled. 

(T. D. 981.) 
Ghross receipts. 
The business of mining natural gas and selling it to consumers was not taxable under 
section 27, act of June 18, 1898; and the receipts (benefits) derived from transport- 
ing the gas by pipe line, in carrying on that business, being inseparable from the 
receipts of the business, are not within the taxing provisions of the statutCi 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 27, 1906. 
The appended decision of the United States circuit court of appeals 
for the seventh circuit, in United States, ^p^ap^t^^g^fl^r, v. 
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Consumers' Oas Trust Company, defendant in error, is published for 
the information of all concerned. 

John W, Ybrkbs, Commissioner. 



United States Circ?uit Court op Appeals, Sbtenth CracuiT.— October Session, 

1905. 

United States, plaintiff in errors v. Ckmeumers' Que T}rust Company, drfendant in error. 

Baker, Circuit Judge, delivered the opinion of the court: Section 37 exacts reve- 
nue from all persons engaged in certain businesses, provided such persons come within 
a certain condition. The businesses are refining petroleum, refining sugar, and trans- 
porting oO or other products through pipe lines owned or controlled by the trans- 
porter. The condition is that the persons engaged in those businesses have gross 
sUinual receipts from their respective businesses in excess of $250,000. 

The business of mining natural gas and selling it to consumers was not taxed. That 
was the only business in which defendant in error engaged or had authority to engage, 
and from that business alone its entire income was derived. As well tax artificial-gas 
companies and water companies, because in their business of getting and selling gas 
and water to their customers they use pipe lines as means of delivery. As well include * 
within a tax on the gross receipts of parcel-delivery companies the total sales of a 
dry goods house that uses its own conveyances as a means of delivering parcels of 
goods sold to its customers. Carothers' Appeal (118 Pa. St., 485) ; United States v. 
Northwestern Ohio Natural Gas Company (— Fed. Rep., — ). If defendant in 
error had engaged in a business within the statute, then receipts derived from every 
facility for promoting that business would be within the statute. Spreckels Sugar 
Refining Company «. McClain (192 U. S., 897). But since the business was not within 
the statute, receipts (benefits in promoting or cheapening the business) derived from 
fodlities used in carrying on the business are inseparable from the receipts of the 
business and are th<Breforenot within the statute. 

The judgment is affirmed. 



(T. D. 982.) 

Special tax. 

Shipments of liquor with bills of lading. 

Treasury Depaktmext, 
Office of Commissioner of Internal Revenue, 

WashingtoriyD. C, February 27, 1906. 
Sir : * * * In your letters you set out the method used by your 
clients in shipping spirits to other points than the ones covered by 
special-tax stamps. 

In the main, the method is within the regulation heretofore pro- 
mulgated by me. I desire to call your attention, however, to a change 
which should be made in the bill of lading. While the bill of lading 
may be made out to the shipper, it should be indorsed by the shipper, 
not in blank, but to the purchaser, so that the indorsement upon the 
bill of lading will show the owner to be the same individual as the 
one named upon the shipping tag attached to the goods transported. 
With the bill of lading so indorsed, it may be sent with draft attached 
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to a bank for collection, and thus the whole transaction will 
constitute a saJe at the point of shipment and not at the point of 
destination. ♦ * * 

• Respectfully, John W. Yerkbs, Commissioner. 
Mr. . 

(T. D. 983.) 
Stamp tax on manifests under the war-revenue act. 

Supreme Court decision in the case of United States 9. Kew York and Cuba Mail 
Steamship Company, reversing the judgment of the United States district court 
(125 Fed. Rep., 320). — The United States concedes the correctness of the ruling of 
the district court that the essential character of the stamp tax on manifests was 
that of a tax on exports, but this case is governed by the case of Chesebrough t>. 
United States (192 U. S., 258). As the stamps were purchased voluntarily and 
without protest, and were affixed voluntarily and without protest, the parties had 
no right to maintain a suit against the Government for recovery. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, March 3, 1906, 
The appended decision of the United States Supreme Court in the 
case of United States v. New York and Cuba Mail Steamship Company 
is published for the information of all concerned. 

John W. Terkes, Commissioner. 



SUFBBMB COUBT OF THE UnITBD STATBS.— NO. 116.— OcTOBBB TbBM, 1905. 

United StateSy plairUiff in error, v. New York and Cuba Mail SteamMp Company. 

In error to the district conrt of the United States for the southern district of New York. 

[February 19, 1906.] 
Mr. Justice MgEenna delivered the opiDion of the court. 

The defendant in er^or filed a petition in the district court to recover the amount 
X>aid by it for documentary stamps used on manifests of cargoes on certain vessels 
bound to foreign ports, as required by an act of Congress approved June 13, 1898, 
entitled "An Act to provide ways and means to meet war expenditures, and for other 
purposes." 

The United States demurred to the petition on the ground that it did not state facts 
sufficient to constitute a claim against it. The demurrer was overruled and Judgment 
entered for the sum of $240, the amount of claim. (125 Fed. Rep., 320.) 

It appears from the opinion of the district court that the constitutionality of the tax 
was alone submitted for decision, and the court, upon the authority of Fairbank v. 
United States (181 U. S., 288), held that the tax was unconstitutional. 

In the Fairbank case it was held that a stamp tax on bills of lading imposed by the 
act of June 13 was a tax on exports, and therefore void. In the case at bar the district 
court observed ''that the essential character of the stamp tax on manifests was that of 
a tax on exports, in the same sense in which a stamp on a bill of lading was a tax on 
exports." The United States now concedes the correctness of this ruling, but urges 
nevertheless that the judgment for defendant in error was erroneous because, as is con- 
tended, the stamps were purchased and affixed voluntarily and without protest. For 
this, Chesebrough v. United States (192 U. S., 253) is adduced as controlling. In 
that case recovery was sought for the price of stamps affixed to a deed in compliance 
with Schedule A of the act of June 13, 1898. The unconstitutionality of the act was 
asserted by Chesebrough, but was not discussed by the court. The decision was based 
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on the ground that the payment of the taxes was voluntary. Chesebiough contended 
that section 7 of the act, which made it a misdemeanor to omit to fix stamps to the 
instruments enumerated, constituted such coercion as made the payment involuntary, 
and besides that, his vendee was unwilling to accept the deed without the stamps 
required by the act, and that he ''under compulsion of said law,'' in order to receive 
the consideration for his conveyance, to enable his deed to be recorded and received in 
evidence and to give a title free from doubt, purchased stamps from the United States 
collector of internal revenue and placed them upon the deed. 
What is the duress alleged in the case at bar t The averment of the petition is— 

That said act being in force, under compulsion and through fear of criminal prose- 
cution, and in order to obtain clearance papers which could not have been procured 
without the delivery to the collector of the port of New York, of outward foreign 
manifests of cargo stamped as aforesaid, and without which clearance papers the ves- 
sels hereinafter named would have been prevented from sailing, or would have become 
liable for the penal^ imposed by section 4197 of the Revised Statutes of the United 
States, said James E. Ward & Co., for and on behalf of your petitioner and as such 
general ageute as aforesaid, purchased and affixed to the said outward foreign mani* 
teste of cargo and canceled internal-revenue documentary stamps of the United Stetes 
of the face value of |240, as appears more fully bv the exhibit hereto annexed and 
made a part of this petition, and marked *' Exhibit A," which contains the name of the 
vessel, the date of delivery to said collector of the outward foreign manifesto of cargo, 
the alleged tax on which is sought to be recovered, and the face vslue of the docu- 
mentary internal -revenue stamp affixed thereto. 

It is alleged that the stomps were purchased from Walter H. Stiner, a dealer in 
internal -revenue stomps, on various days subsequent to January 1, 1900, and that 
Stiner purchased them from the collector of internal revenue, and the proceeds thereof 
were duly paid over to the United S totes. 

In this case, as in the Chesebrough case, the collector was not informed at the time 
of the purchase of the particular purpose for which the stomps were to be used, and 
no intimation was given him, written or oral, that defendant in error claimed that the 
law regarding such stomps was unconstitutional, and that it was making the pur- 
chase under duress. And, expressing the principle to be applied, the court said, in 
the Chesebrough case, "even a protestor notice will not avail if the payment be 
made voluntorily, with full knowledge of all the circumstances, and without any 
coercion by the actual or threatened exercise of power possessed, or supposed to be 
possessed, by the party exacting or receiving the payment, over the person or prop- 
erty of the party making the payment, from which the latter has no other means of 
immediate relief than such payment." 

Applying that principle to ttte allegation that Chesebrough's vendee was unwilling 
to accept an unstomped conveyance, it was said — 

If that constituted duress as between Chesebrough and his building companv, it 
was a matter with which the collector had nothing to do. On the face of the petition 
the purchase was purely voluntary and made under mutual mistoke of law if the 
law were unconstitutional. 

It is, however, insisted that these observations are not apposite to the case at bar. 
The coercion, it is contended that Chesebrough alleged, was between him and some 
third party. In the case at bar the coercion was exerted ''between the petitioner 
[defendant in error] and the very authorities who demanded and compelled the pay- 
ment of the tox/' through section 4197 of the Revised Stotutes of the United Stotes. 
This section requires the master or person in charge of any vessel bound for a foreign 
port to deliver to the, collector of the district a manifest, and upon ito delivery the 
collector shall grant a clearance for such vessel and her cargo. It is provided — 

If any vessel bound to a foreign port departe on her voyage to such foreign port 
without delivering such manifest and obtoining a clearance, as hereby required, the 
master or other person having the charge or command of such vessel sliall be liable 
to a penalty of five hundred dollars for every such offense. (Sec. 4197, Rev . Stot. U. S. ) 

We do not think this section makes a difference in the cases. The destination of 
the stamps can not affect the payment of the tax which they represent. Itinay be 
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more or less of an inducement to submit to the tax, but who can determine the dejrree ? 
The loss of a purchaser, as in the Chesebrough case, may be of much more concern 
than the payment of the penalty for violating the provisions of section 4197. Besides, 
whatever element of coercion there was came from the United States, and it was not 
as immediate in the case of the manifests as in the case of the deed. The applicable 
principle is expressed in the extract from the Chesebrough case, which we have given 
a^ve. It is stated in Railroad Company v. Commissioners (98 U. S., 541), and quoted 
from that case in Little v. Bowers (184 U. 8., p. 554), as follows: 

Where a party pays an illegal demand, with full knowledge of all the facts which 
render such demand illegal, without an immediate and urgent necessity therefor, or 
unless to release his person or property from detention, or to prevent an immediate 
seizure of his person or property, such payment must be deemed voluntary, and can 
not be recovered back. 

There was no such imminence in the duress charged by defendant in error. It pur- 
chased the stamps of a dealer at various times. No information was given to the col- 
lector of internal revenue of the particular purpose nor claim that the law was uncon- 
stitutional. There was no claim of the collector of the.port from whom the clearances 
were asked that defendant in error was acting under the restraint of the law and yield- 
ing only to enable his ships to depart to their destinations. All deteinnining conditions,^ 
therjefore, are the same as in the Chesebrough case. 

2. It is, however, contended that even though the stamps were purchased without 
any duress or coercion, that under the act of Congress of May 12, 1900, entitled "An 
Act authorizing the Commissioner of Internal Revenue to redeem or make allowance 
for internal revenue stamps," the Commissioner must make allowance for the stamps 
used by the petitioner, and the Commissioner having declined to do so the defend- 
ant in error has a right of action under the Tucker act. The provision of the act of 
May 12, relied on, is as follows: 

That the Commissioner of Internal Revenue, subject to regulations prescribed by 
the Secretary of the Treasury, may, upon receipt of satisfactory evidence of the facts, 
make allowance for or redeem such of the stamps, issued under authority of law, to 
denote the pa\ ment of anv internal-revenue tax, as may have been spoiled, destroyed 
or rendered useless or unfit for the purpose intended, or for which the owner may 
have no use, or which through some mistake may have been improperly or unneces- 
sarily used, or where the rates or duties represented thereby have been excessive in 
amount, paid in error, or in any manner wrongfully collected. 

The argument is that by this provision "the question of duress or compulsion is taken 
entirely out of the case," because in most of the instances enumerated "it is incon- 
ceivable that there should be any protest or duress." And it is further alleged that 
the act of 1900 was not considered in the Chesebrough case. It certainly does not 
follow that, because in some instances protest or duress can not exist that they can 
not exist in other cases, nor that the statute intended to destroy the difference between 
voluntary and involuntary payment of taxes. In the Chesebrough case section 8220 
of the Revised Statutes of the United States was considered. It authorized the Com- 
missioner of Internal Revenue "to remit, refund and payback all taxes ♦ * ♦ 
that appear to be unjustly assessed or exclusive in amount, or in any manner wrong- 
fully collected." The words in italics are identical with those in the act of May 12, 
which are relied on by defendant in error. Commenting on section 3220, the court 
said, in the Chesebrough case — 

It is argued that the provision of section 3220, for the repayment of judgments 
against the collector, rendered protest or notice unnecessary for his protection. But 
it wsus clearly demanded for the protection of the Government in conducting the exten- 
sive business of dealing in stamps, which were sold and delivered in quantities, and 
without it there would not be the slightest vestige of involuntary payment in transac- 
tions like that under consideration. And we find no right of recovery, expressly or by 
necessary implication, conferred by statute in such circumstances. 

We therefore think that this case is governed by the Chesebrough case, and on its 
authority judgment is reversed and case remanded with directions to sustain the 
<k*murrer. 

Digitized by VjOOQIC 
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(T. D. 984.) 
Tobacco peddler^s bond. 

The bond of a tobacco peddler is a continuing obligation, and its validity is not 
affected by failure of the peddler to pay premium to a surety or guarantee com- 
pany on the bond ; and the collector need not call for a new bond in such case 
where the sureties are good and sufficient and there has been no extension of ter- 
ritory to be covered. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 9, 1906. 
Sir: In your letter of the 19th ultimo, referring to the statement 
on page 11 of regulations No. 8, concerning the bond of a peddler 
of tobacco, that ** a renewal receipt showing payment of premium to 
a surety or guarantee company, as surety on the bond, will be 
accepted as a renewal of said bond on the part of the surety," you 
state that a question arises in the case of a peddler who, you say, 
''makes return on Form 277 in February, 1905, and files a bond on 
Form 111, reregisters July 1,1905, for the year ending June 30, 19O6," 
but '' fails to pay the premium and is thus unable to file the renewal 
receipt," as to whether **the bond is valid for that portion of the 
year from February to June, 1906." 

The reply of this office is that the failure of the peddler of tobacco 
to pay the premium does not affect the validity of his bond. 

The statement to which you refer in the regulations as to the 
acceptance of a renewal receipt showing payment of premium as a 
renewal of the bond on the part of the surety is not to be taken as 
modifying in any manner the paragraph immediately preceding this 
in the regulations, viz, that — 

The bond executed by a peddler of tobacco will be regarded as a continuing liability 
and it will not be necessary for such person to execute an annual bond on Form 111, 
or a new statement on Form 96; but such person, on continuing business, will be 
required on the first day of July of each year to make return for registry on Form 277, 
and if he proposes to peddle in any other .places and States than mentioned in his 
original statement, Form 96, he shall then be required to file a new statement on said 
form and execute a new bond on Form 111. 

You therefore need not call for a new bond in the case of a peddler 
of tobacco where the sureties are good and sufficient, and there has 
been no extension of territory to be covered. The bond remains 
good whether the premium is paid or not, and the question with the 
collector is solely as to the sufficiency of the bond. The question of 
payment of premium is between the surety company and the tobacco 
peddler, and this office has no jurisdiction in the matter of the failure 
of the peddler to pay the premium to the surety on his bond. It is 
for the surety company to adopt whatever legal means it has for col- 
lecting the premiums on the bonds which it signs. 

3 I R Digitized by Google 
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It has never been necessary to require new bonds each and every 
year from peddlers of tobacco, and the prevailing practice of col- 
lectors is not to call for a new bond where the bond on file is satis- 
factory and there is no extension of territory. 

Respectfully, John W. Yebkes, Commissioner. 

Mr. W. Frank Kinney, 

Collector Internal Revenue^ Hartford, Conn. 



(T. D. 985.) 



Alcohol ivithdrawn from bond, free of tax, for iLse of the United 

States. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

. Washington, D. C, March 10, 1906. 
The following letter is published for the information of internal- 
revenue officers and othei-s concerned. 

John W. Yerkes, Commissioner. 



Tksasubt Dbpartmekt, Washington, March 9, 1906. 

Sir: I have the honor to acknowledge the receipt of the letter of the Quartermaster- 
General, U. 8. A., of the 3d instant, forwarded under your indorsement of the 5th 
instant. 

Replying specifically to the questions asked by the Quartermaster-General, you are 
informed — 

1. That alcohol may be purchased or contracted for by the quartermasters' 
department in bulk, and withdrawn in original packages (barrels) under the pro> 
visions of Treasury Department Circular 104 of 1904, which has superseded Treasury- 
Department Circular 188 of 1898, for delivery at ports in the Philippine Islands, or 
other over-sea ports, as well as in the United States, free (if tax. under section 8464, 
Revised Statutes. 

2. When delivered in bulk — i. e., in original packages— at the various depots of 
the quartei-master's department in the United States, free of tax, alcohol may be 
recased by the depot quartermaster in 5-gallon tins, 2 tins to a case, for shipment to 
the Philippine Islands or other over-sea ports. 

In order to avoid detention, or seizure by the revenue officers, when so recased the 
cases should be branded "Property of the United States, for the use of the Govern- 
ment,'' and in addition thereto there should be pasted on each case a label, reading, 
.'*For shipment to depot quartermaster at (over-sea port of destination)," to be signed 
by the depot quartermaster making the shipment. 

8. Where it is desired that the recasing should be done by the contractors, before 
delivery to the depot quartermaster in the United States, of alcohol intended for ship- 
ment to the Philippine Islands or other over-sea ports, free of tax, such recasing can 
be done only in the distillery warehouse. ♦ ♦ * 

Respectfully, Leslie M. Shaw, Secretary. 

The Secretary of War. 

Digitized by V^jOOQIC 
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(T. D. 986.) 
Legacy taaces tmder the war^revenue ad, 

A legacy to an adopted daughter not within any of the degrees of oonaanguinity 
mentioned in the statute is taxable as to a stranger in blood. 

Treasury Dbpartmbnt, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, March 12, 1906. 
The appended decision of the circuit court of the United 
States for the district of Maryland, in the case of William S. Kerr 
et al. v. Collector Goldsborough, is published for the information of 
all concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



In the CiRCXTrr Court of ths United States fob the District of Maryland. 

At Law. 
WiUiam 8. Kerr et al. v. Philip L. GMdtbonnigK collector. 

Demurrer by the defendant to a suit to recover from the collector of internal revenue 
an alleged excess of legacy or succession tax claimed to have been illegally exacted 
under act of June 18, 1S8S, amended by act of March 2. 1901. 

Morris, DiHriet Judffe: Under the will of the late John Sherman, his adopted 
daughter, Mary Sherman McCallum, became entitled in the year 1900 to receive from 
his executors the sum of 990,044.89 in money, which sum was subject to the legacy 
or succession tax imposed by the above acts of Congress. 

The United States intemal-reyenue officers assessed the tax at $7.50 per $100, the rate 
provided by the act of Congress for strangers in blood to the decedent, and the tax so 
assessed amoimted to $6,758.82. The executors paid this assessment under protest, 
claiming that the tax should be assessed at |1.12i per $100, the rate provided by the 
act of Congress for one whose legal relationship to the decedent was that of a child. 

The executors were forced under protest to pay and did, on November 1, 190^), pay 
the amount demanded and now sue the collector to recover back the sum of $5,740.83, 
being the excess claimed by them to have been erroneously exacted. 

John Sherman and Cecilia Stewart Sherman, his wife, resided in Ohio and in early 
childhood, by decree of court, adopted Mrs. McCallum, then by name Kate Roch- 
ford, an orphan, whose parents were both deceased, and had her name changed to Mary 
Stewart Sherman. From the date of this decree, August 21, 1876, this adopted child 
was treated and cared for by Mr. and Mrs. Sherman in all respects as their daughter, 
and in Mr. Sherman's will he refers to her as ** my daughter," ** my daughter Mary," 
and in a codicil to his will, she having in the meantime married, he speaks of her as ** my 
daughter," and mentions by name her two children, John Sherman McCallum and 
Cecilia Stewart. McCallum. 

By the law of Ohio under which the adoption was decreed the probate court which 
entered the decree was given authority upon the petition of any husband and wife, 
other requirements being complied with, and upon being satisfied of the fitness and 
propriety of such adoption, to make an order " declaring that from that date such 
child to all legal intents and purposes is the child of the petitioner and that its name 
is changed." 

By the Revised Statutes of Ohio, it is further provided (sec. 8140)-- 

The natural parents shall by such order be divested of all leeal rights and obligations 
in respect to the child, and the child be free from all legal obligations of obedience in 
respect to them. Such child shall be to all intents and purposes the child and legal 
heir of the person so adopting him or her, entitled to all the rights and privileges and 
subject to all the obligations of a child of such person begotten in lawful wedlock. 
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By virtue of this law of Ohio and of the decree or order of adoption passed under 
it the plaintiff now claims that for the purposes of the assessment of the succession 
tax Mrs. McCallum is to be regarded as the lawful child and direct heir of the testator. 

If the act of Congress in fixing the rate of tax and classifying those subject to it 
enumerated child or children there might be ground for the present contention, but 
that is not the case. There is in the acts of Congress no mention of children nor of 
parents eo nomine. The language describing the first class, in which it is claimed by 
the plaintiffs that Mrs. McCallum is to be placed is as follows (30 Stat. L., p. 64): 

First. Where the person or persons entitled to any beneficial interest in such prop- 
erty shall be the lineal issue or lineal ancestor, brother or sister to the person who 
died possessed of such property as aforesaid, the rate of seventy-five cents for each 
and every hundred dollars of the clear value of such interest in such property. 

Those to be placed in the second, third, and fourth classes are described as descend- 
ants of brother or sister, brother or sister of the father or mother, or a descendant of a 
brother or sister of the father or mother, or the brother or sister of the grandfather or 
grandmother, or a descendant of the brother or sister of the grandfather or grand- 
mother. 

The fifth class, which is the class in which the collector placed Mrs. McCallum, is 
described as follows : 

Fifth. Where the person or persons entitled to any beneficial interest in such prop 
erty shall be in any other degree of collateral consanguinity than is hereinbefore stated 
or shall be a stranger in blood to the person who died j^ossessed as aforesaid, or shall 
be a body politic or corporation, at the rate of five dollars for each and every hundred 
dollars of the clear value of such iifterest: Provided, That all legacies or property pass- 
ing by will or by the laws of any State or Territory to husband or wife of the person 
who died possessed as aforesaid, shall be exempt from tax or duty. 

The act then provides that where the amount of property shall exceed $25,000, the 
rate of tax shall be increased 50 per cent, which in this case makes the 85 per §100 
equal $7.50 per $100. 

It is to be observed that all the classifications are by blood relationship and that it 
is the degree of consanguinity to the person who died possessed which regulates the 
tax, and that all persons more remote in consanguinity than those enumerated, and 
strangers to the blood, are put in the fifth class. 

The only persons admitted to the first class are the lineal issue or lineal ancestor, or 
brother or sister of the person who died possessed of the property. It seems to me 
too clear to be disputed that Mrs. McCallum was not the lineal issue of Mr. Sherman, 
but that she was a stranger in blood to him. 

Legislation may give to one who is adopted all the legal rights of a child, but no 
legislatiu'e can make such a one the lineid issue of another if in fact a stranger to his 
blood. 

The defiiurrer will be sustained. 



(T. D. 987.) 

Assessments. 

A collector is protected in collecting an assessment regular upon its face. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 16, 1906. 
Sir: In your letter of the 8th instant, referring to certain cases in 
which assessment is recommended, you make the following state- 
ment, namely: 

As there seems to be a doubt, however, as to the legal proof for the substantiatioD 
of the special-tax liability in these cases, I would like to be advised of my personal 
liability in the event that suit for the refund of these taxes (if collectefLb¥,^traiDt) 
should be brought against me. ^'^'^'^^^ by ^OUglTL 
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You are informed that a collector in collecting taxes assessed is 
protected by the assessment regular on its face, though it may be 
invalid. His duty in this respect is purely ministerial, and the assess- 
ment is authority to proceed. Harding v. Woodcock (137U. S., 43); 
Erskine v. Hohnback (1871; 14 Wall., 613); Haffin v. Mason (15 i6., 
671); Philadelphia and Reading Railroad Company t;. Kenney (18 
Int. Rev. Rec, 92; 19 Fed. Cas., No. 11088— rule by which the 
liability of ministerial officers is to be determined). 

An assessment protects the collector though no tax is due. Milan 
Distilling Company r. Tillson (Fed. Cas., No. 9539; 26 Int. Rev. 
Rec, 5). 

Respectfully, John W. Tbrkes, Commissioner 

Mr. Edmund B. Allen, 

Collector First District^ St, LouiSy Mo. 



(T. D. 988.) 

Sf/noj^sis of ruling as to peruna and amendation thereof. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 26, 1906. 
The appended ruling relative to the preparation known as * * peruna " 
is published for the information of all persons interested. 

John W. Yerkes, Commissioner. 



Treasury Department, 
Office of C ommissioner of Internal Revenue, 

Washington, D. C, March 17, 1906. 
Sir: On September 12, 1905, a circular was issued by this office, 
addressed to collectors of internal revenue, with regard to alcoholic 
compounds advertised and sold as medicine, composed of distilled 
spirits or mixtures thereof without the addition of drugs, or medici- 
nal ingredients^ in sufficient quantity to change materially the char- 
acter of the alcoholic liquor. The ruling had especial reference to 
compounds, or proprietary medicines, where the quantity of drugs in 
the preparation was so small as to have no appreciable effect on the 
alcoholic liquor of which the compound was mainly composed, and 
where compounds were of a character where the ingredients or sub- 
stances added were not of a character to impart medicinal quality. 
In that ruling the following language was used : 

But where substances undoubtedly medicinal in their character are combined with 
whisky or other alcoholic liquor and are used in sufficient quantity to give a medicinal 
quality to the liquor other than that which it may inherently possess, such compound 
Is. of course, not to be included in this ruling. ^. V^OOQIC 
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On November 24, 1906, another ruling was issued by this Bureau, 
including the compounds, or preparations, which as a result of analy- 
ses made here showed that they came within the language of the 
circular of September 12, 1905, above referred to. Peruna was 
named as one of these preparations. Following that decision, there 
was correspondence between you and this oflBice relative to the mat- 
ter, and in a letter of date December 30, 1906, written by you to the 
Commissioner of Internal Revenue you use this language: 

During the last few years since our preparation has had such a large sale* it has 
come to mv knowledge that in some instances its use has been perverted. This has 
been a matter of much displeasure to me and has done incalculable damage to the real 
purpose of my medicine as a household remedy. It, however, must be said to the 
credit of peruna, when its widespread consumption is ocmsidered, its misuse has been 
of very small percentage. 

I am a ^reat believer in law and temperance, and thoroughly agree with your estab- 
lished Departmental policy that proprietary medicines should possess such qualities 
that their perverted use by the public for intemperate purposes would practically 
be nil. 

Your worthy initiative has fortified my resolution to put a cessation to any misuse of 
my medicine, however small. 

I have now added such laxative and medicinal qualities to peruna that I am sure 
any further misuse of the medicine is practically impossible. I have put this pr»para- 
tion on tlie market. It can be found in a number of drug stores in Washingtoa, the 
names of which were furnished you about ten days ago. This new product has a 
special notice upon the wrapper advising of change in formulary. It also bears upon 
inside label notice d revision of formulary and label December 1, 1005. 

I also take pleasure in inclosing to you the new formulary ol peruna as it is now «aKu- 
factured by me. Also analysis of such product made by Dr. Virgil Coblentz, pro- 
fessor of chemistry in the College of Pharmacy, New Yorit City. I am quite sure 
this amended formulary will meet and remove the criticism made by your Department 
on the former product, and I express the hope that this new pix3duct may receive 
your approval' at an early date. 

Replying to that letter on January 5, 1906, I said in part: 

You then state that the new preparation is on the market and can be found in drug 
stores in Washington, the names of which have been furnished this Office. You fur- 
ther inclose to me the formula of peruna as it is now manufactured, and also an 
analysis of the new product made by Dr. Virgil Coblentz, professor of chemistry In 
the College of Pharmacy, New York City. 

Your desire is that this office examine the product compounded and placed upon the 
market under the new formula, and see wheth^ or not the change in the compound 
removes it from the restrictions of prior ruUngs of this Bureau. 

This office will comply with your request — will purchase in the open market the 
new preparation, examine it and notify you of the result. 

Complying with that promise, this oflBice, through its chemist, pur- 
chased in open market a bottle of peruna made under the new- 
formula and as now prepared and sold. Analysis was made of this 
bottle, and compared with previous analyses made of the original 
peruna as found upon the market and analyzed and made a basis of 
the ruling placing peruna within the list of alcoholi<s compounds the 
sale of which would require the securing from the Government j>f a 
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special-tax stamp as retail liquor dealer. It was found that the prep- 
aration as sold now was in accordance with the formula given by you 
to this office, and that there had been a change in the medicinal 
strength of the preparation and a small decrease in its alcoholic 
strength. After this analysis was made by the chemist of this Bureau 
it was submitted to the honorable Secretary of the Treasury, and by 
his direction it was submitted to the Surgeon-General of the Public 
Health and Marine-Hospital Service. On March 15 the Surgeon 
General, in a communication to the honorable Secretary of the Treas- 
ury, and referring to the result of the examination in the laboratory 
of the Internal-Revenue Bureau of a preparation called **peruna," 
and another preparation, says: 

These letters were transmitted to me with a verbal request for an opinion as to 
whether the drugs are of a character and in sufficient quantity in the said preparations 
to preclude the use of these preparations as beverages. The matter was referred to 
the director of the hygienic laboratory and certain of his assistants, and I concur in 
their opinion that the preparation called ''peruna" contains drugs of such a charac- 
ter and in sufficient quantity t6 warrant its consideration as a medicine and to inhibit 
its use generally as a beverage. 

By reason of the changes made in the formula under which peruna 
is now produced and placed upon the market, and by reason of the 
analyses made in this Bureau and the opinion of the Surgeon-General 
of the Public Health and Marine-Hospital Service, above quoted, 
this office is of opinion that peruna when prepared according to 
the formula now used contains sufficient drugs to render the prepa- 
ration one beyond the ruling of this office of date September 
12, 1905, and therefore persons compounding and selling same will 
not be required to secure a special-tax stamp, either as rectifiers, 
wholesale dealers, or retail dealers of spirituous or vinous liquors. 
Respectfully, John W. Terkbs, Commissioner. 

Dr. S. B. Hartman, Columbvs^ Ohio. 



(T. D. 989.) 

Offers in compromise. 

Caution to revenue officers as to making statements or suggestions in relation thereto. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 26, 1906. 
To collectors of internal revenue and' intsmal-reventie agents: 

The attention of collectors of internal revenue and internal-reve- 
nue agents is again invited to the provision of law (sec. 3229, Rev. 
Stat.), entitling parties charged with violation of the internal - 
revenue laws to make offers in compromise. In availing themselves 
of this provision of the law, parties should be entirely free to offer 
any sum they may choose to tender in compromis«^pdbyV^OOgiC 
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It is regarded as ttie evident intent of the law that the offer should 
be an entirely voluntary one on the part of the proponent. Hence 
it is necessary that revenue officers should carefully refrain from 
doing anything or saying anything which might be construed by an 
alleged violator of the law as being a demand or suggestion that any 
specific sum of money be offered in settlement of a case, or that any 
offer at all be made. 

Attention is called to instructions as to offers in compromise given 
in the following Treasury decisions, viz: No. 18854, dated January 
22, 1898; No. 20266, dated October 28, 1898; No. 206, dated August 
30, 1900 (Circular 679); No. 642, dated March 20, 1903; No. 911, 
dated July 8, 1905. 

John W. Ybrkbs, Commissioner. 



(T. D. 990.) 
Distillery bottling warehouses. 

Gaining access to contents of a distillery bottting warehouse in the absence of the 
proper officer punishable under section 3268, Revised Statutes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 26, 1906. 

Sir: Yours of 21st instant is received, stating that you recently 
instituted proceedings before a United States commissioner under 
section 3268, Revised Statutes, against certain parties for breaking 
into a distillery bonded bottling warehouse by prying open the 
window; that the attorney for the defendants argued that the sec- 
tion was not applicable to the case; that it only applied to the cis- 
tern room of the distillery; that the United States commissioner 
upheld this contention and dismissed the charge. You disagreed 
with this view and refer the matter for instructions. 

In reply, you are advised that in the opinion of this office the 
United States commissioner was wrong in holding that section 3268, 
Revised Statutes, does not apply to the facts of the case as reported 
by you. 

Section 3271, Revised Statutes, provides that a distillery warehouHe 
shall be situated on and constitute part of the distillery premises 
and be under the control of the collector and in charge of an internal- 
revenue storekeeper. 

Section 3274, Revised Statutes, provides that every distillery ware- 
liouse shall be in the joint custody of the storekeeper and the pro- 
prietor; that it shall be kept securely locked, and shall at no time 
be unlocked, or opened, or remain open, unless in the nresence of 
such storekeeper. °^^^^^^^^ byC^CTogie 
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The act of March 3, 1897, section 2, provides that regulations of 
this office may preiJcribe the mode of separating and securing the 
additional warehouse, or portion of the distillery warehouse, for the 
business of bottling spirits in bond. And when such warehouse or 
portion of warehouse has been provided, the act prescribes that 
the distiller may remove thereto spirits which have been tax-paid 
for bottling in ^^a separate portion of said warehouse which shall be 
set apart and used exclusively for that purpose." 

Regulations, series 7, No. 23, article 3, prescribe the mode of sepa- 
ration of the bottling warehouse from the distillery warehouse. Arti- 
cle 6 provides for examination and approval of the portion set apart. 
Article 7' provides that such bottling warehouse shall be under the 
control of the collector and in the joint custody of the storekeeper 
and the distiller, and that it ^^ shall at no time be unlocked, or opened, 
or remain open, except in the presence of the storekeeper in charge." 

It thus appears that a distillery bottling warehouse is on the dis- 
tillery premises and constitutes part of the same; that its door is 
locked with a Government lock and the key in the custody of a Gov- 
ernment officer; that it is ^^ a building" strictly within the meaning 
of section 3268, Revised Statutes, and, therefore, the act of gaining 
access to its contents in the absence of the proper officer, in what- 
ever manner, is an offense under said section. 

Copy of this letter will be sent to United States Attorney Tinsley 
for his information. If you have evidence of a positive character 
against the accused individuals you should report the facts and 
names to the United States attorney and request that he proceed by 
information or indictment against them. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. Samuel J. Roberts, 

Collector Seventh District, Lexington, Ky. 



(T, D. 991.) 

Spirits botUed in bond. 

Allowances for unavoidable discrepandea, due to slight variation in size of bottles 
used, permissible where such discrepancies are not excessive. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 28, 1906. 
Sir: This oflSce is in receipt of your letter of the 24th instant in 
reference to the use at the bottling warehouse of the Distill- 
ing Company of bottles which, owing to the lack of uniformity in 
size, do , not contain the exact quantity indicated by the stamp? 
placed thereon. From the correspondence submitted it appears th 
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in the manufacture of bottles of this class some slight variation in 
size naturally occurs, and that upon sample tests made by one of 
the manufacturers interested, the capacity of bottles similar to those 
furnished was found to vary as follows: Pints (standard 16 ounces), 
capacity from 15| to 16| ounces; fifths (standard 25| ounces), capac- 
ity from 25 to 26 ounces; quarts (standard 32 ounces), capacity from 
31| to 33 ounces. 

It also appears from your letter that, in order to adjust differences 
of this kind, so that each case will contain the required number of 
gallons, the distiller ** weighs the case, bottles, corks, and all, before 
they arc* filled, and weighs them after they are filled." This, how- 
ever, as stated by you, does not insure an equal division of the 
spirits among the bottles cased; and it is noted that in your letter 
to the distiller, under date of the 21st instant, you also state that — 

The object of the bottling-in-bond law Is to guarantee to every purchaser that the 
age, proof, and quantity of the goods in a bottle are just exactly as guaranteed in the 
stamp. 

While the Government stamp affixed to each bottle is to a certain 
extent a guarantee as to quantity as well as to age and proof, perfect 
measurement can not be insured, owing to irregularities in the size 
(shape) of the bottles and the difficulty of placing in bottles of 
the same size the same exact quantity of spirits. But as indicated 
in mimeograph circular of October 6, 1897, the intentional or con- 
tinued' use of undersized bottles will not be countenanced by this 
office, and will render the spirits so bottled liable to seizure. The 
circular, however, states: 

It is not overlooked that there may be a slight variation in the capacity of bottles 
purporting to be, and intended to be, of the same size. But it is believed that such 
trifling differences will offset each other, and that even a small number of such bottles 
will hold the aggregate quantity which they were intended to contain. 

No scale of allowance in such cases has been prescribed by this office. 
But, with reference to apparent discrepancies between the quantity 
reported dumped and the quantity bottled, the circular provides: 

An occasional surplus not exceeding one-half gallon to the barrel, or an occasional 
deficiency of like quantity, may be tolerated as due, possibly, to some error in gauge, 
or to the change in volume, owing to variation in temperature. But gain or loss 
exceeding this quantity requires explanation, and a surplus of 4 quarts or five-fifths 
to a barrel should be at once reported by the storekeeper or storekeeper-and-gauger 
to the collector. 

Until otherwise directed, the above rule may be adopted in cases 
where the discrepancy is due to a lack of perfect uniformity in size 
of bottles used, provided the variation in the size of such bottles 
does not exceed that shown by the tests above referred to. 

Respectfully, John W. Ybrkes, Commisswner. 

Mr. E. T. Franks, 

Collector Second District^ Owensboro^ c^^byV^OOglC 
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(T. D. 992.) 
Bond for release. 

When property seized for forfeiture was released on bond under section 8459» 
Revised Stiitutes, and judgment entered on the bond without actual notice to 
surety, Held that absence of such notice did not afTect the validity of the Judgment. 

Tbbasurt Department^ 
OwFi€B OF Commissioner of Internal Revenue, 

Washington, D. C, March ^9, 1906. 
The appended decision of the United States circuit eonrt of appeals 
in United States v. Fifty-Nine Thousand Six Hundred and Fifty 
Cigars is published for the information of all concerned. 

John W. Tbrkes, Commissioner. 



United States CmouiT Coubt of Appeals, Sbooio) Cibctjit. 

United States, appeUee, v. Fifty-Nine Thoueand Six Hundred and Fifty Cigwre. 

Before Wallace, Lacombb, and Townsesd, Circuit Judges. 

This is an appeal by Betty Gluck, one of the.claiiaant's sureties on a bond for value, 
giyen pursuant to section 8459, United States Revised Statutes, from a summary judg- 
ment entered against the surety after verdict rendered in favor of the United States 
forfeiting the goods. The opinion of the district judge is found in 188 Federal 
Reporter, 166. 

Per CuBLiH : The only point raised is that notice of the pendency of the pro- 
ceedings in court to forfeit the property seized should have bea» given to the 
surety by personal service or publication. The only notice given was to the attorney 
for the claimant. 

Appellant relies upon a provision in the section which reads as follows: 

In case said bond shall have been executed and the propertv returned before the 
seizure thereof by virtue of the process aforesaid, the marshal shall give notice of 
pendency of proceedings in court to the parties executing said bond by personal serv- 
ice of publication, and in such manner and form as the court may direct, and the 
court shall thereupon have jurisdiction of said matter and parties in the same manner 
as if such property had been seized by virtue of the process aforesaid. 

The "pro^^ess aforesaid" is the process of the court, the ''monition" commanding 
the marshal to attach and detain the property. 

The record shows that the provision above quoted is inapplicable. On September 
25, 1908, the collector of internal revenue seized the goods under the authority con- 
ferred on him by section 3458. On September 9^ the bond was executed. On 
September 29 the information was verified, and on September 30 monition Issued to 
the marshal, who on the same day attached the property which he found in the hands 
of the collector. Subsequently, on September 80, the claimant applied to the court 
presenting the bond and asking for deMvery of the cigars, ''as the same are attached 
by the maishaL" Thereupon the court ordered that they be delivered to the claim- 
ant. Had the collector returned them before seizure by the marshal the provision 
above quoted would have applied, but since it is manifest that they were actually 
seized by virtue of the monition before they were returned, personal service of notice 
was unnecessary, the proceeding being in rem. 

The judgment is affirmed. ^ j 

Digitized by VjOQQIC 
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(T. D. 993.) 

Swmmons to produce hooks. 

Collectors haye authority to summon persons to appear and produce books. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtoriy D. C, April d, 1906, 
Sir: In your letter of March 23 you make this inquiry: 

Will you kindly inform me if a deputy collector of internal revenue, or any revenue 
agent, has the right to demand the inspection of the books of a municipal dispensary, 
which show the purchase of whisky by said dispensary and price paid for same, 
when seeking evidence against distillers who have been selling whisky to said dis- 
pensary or other purpose ? 

In reply, you are advised that any deputy collector or revenue 
agent has the right to request of the ofGicer in charge of the dispensary 
the privilege of examining his books for the purpose indicated. 
If that request is denied, the deputy collector or revenue agent 
may report the fact to the collector of that district, who is then 
empowered, under section 3173, Revised Statutes, to issue a summons 
directing the oflBicer in charge of the dispensary to appear before him 
with his books of account, showing the transactions as to which infor- 
mation is desired, and disclose such information to the collector. 
Upon the refusal of the officer in charge of the dispensary to so 
produce his books and develop the information desired, proceedings 
may then be had under section 3175, Revised Statutes. 

Respectfully, John W. Yerkbs, Commissioner, 

Mr. J. R. Gregory, Martinsville^ Va. 



(T. D. 9J)4.) 
Oleomargarine. 

Dealers in oleomargarine who add to or mix with oleomargarine any artificial color- 
ation that causes it to look like butter of any shade of yellow to be reported as 
manufacturers of 'oleomargarine. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 10 y 1906, 
Sir: Your letter of March 20, with which you forward copy of a 

pamphlet issued by manufacturers of oleomargarine at , 

has been received. 

This pamphlet refers to the coloring of oleomargarine by dealers 
for their customers after the sale of the uncolored oleo has been made 
by the dealer to the customer. It says in part: 

The United States law permits the consumer to color butterine for use on his family 
table, thereby a saving of 9f cents per pound. * ♦ « The following method is 
practiced : The dealer sells the butterine uncolored, which is handed to the purchaser 
on a piece of parchment paper, who requests that the seller color it^ ^^^^^[^er has 
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the butter color in a bottle or cup, and measures the exact amount of color required 
for the butterine, lays the paper containing the butterine on his marble butter counter, 
spreads out the butterine with his butter ladle and works it in just as one would 
handle dough. The purchaser is then returned the identical butterine, yellow and 
pleasing in appearance. * * * The dealer who will demonstrate how to color 
will secure a monopoly of the butterine business in his locality. We furnish coloring 
free with instructions how to use with each purchase. All we ask is that the dealer, 
in placing his order for butterine, says '*send coloring with order." 

This office has given very careful attention to this pamphlet by 
reason of the fact that it is Informed that retail dealers in oleomar- 
garine are following the advice given by . 

The conclusion reached is that the manufacturer incurs no liability 
by reason of selling this coloring matter or furnishing it free to the 
retail dealer as propose to do. 

The next question to be considered is whether or not the retail 
dealer, under his special-tax stamp as such, can artificially color this 
butterine at the request of his customer without subjecting himself 
to certain provisions of the oleomargarine law. 

The law provides, among other things, as follows: 

And any person that sells, vends, or furnishes oleomargarine, for the use and con- 
sumption of others, except to his own family table without compensation, who shall 
add to or mix with such oleomargarine any artificial coloration that causes it to look 
like butter of any shade of yellow shall idso be held to be a manufacturer of oleo- 
margarine within the meaning of said Act, and subject to the provisions thereof. 

In the case stated the retail dealer sells, vends, and furnishes this 
oleomargarine to his customer. He then adds to it, or mixes with it, 
this artificial coloration that causes it to look like butter of a shade 
of yellow. Therefore each retail dealer, or any other person that 
sells, vends, or furnishes oleomargarine and artificially colors it will be 
held to be a manufacturer unless he furnishes it to his own family 
table without compensation. 

The oleomargarine colored according to the directions in this 
pamphlet is not furnished to the family table of the dealer. It is 
not colored for use on his family table, but for the use and consump- 
tion of one to whom the dealer sells, vends, or furnishes it. This 
process is a plain, patent, distinct effort to furnish artificially colored 
oleomargarine, which should pay a tax of 10 cents per pound, at a 
payment of only one-fourth cent per pound. 

The pamphlet further suggests that after the dealer has shown the 
purchaser a few times how to color the butterine, then the dealer can 
give the required amount of coloring with each purchase, and the 
housewife will do the coloring herself. 

This office has held, and adheres to that ruling, that under the law 
a private individual who does not sell or vend oleomargarine can 
artificially color it himself for uses on his own family table without 
liability as a manufacturer. 
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In view of the above, yon will report as nutnnfacturers of oleomar- 
garine, subject to the special tax of t600 per annum, any and all 
dealers who add to or mix with oleomargarine any artificial coloration 
that causes it to look like butter of any shade of yellow, and you 
will also report whether this addition of the artificial coloration is 
made by the dealer before or after the sale of the oleomargarine. 

Other revenue agents and all collectors of internal revenue will be 
notified of this ruling. 

Respectfully, John W. Ybbkes, Comimssioner. 

Mr. J. C. P. KlNCAlD, Internal Revenue Agent^ Boston^ Mass. 



(T. D. 995.) 
Offers in compromise. 
Explanatory of circular letter of March 26, 1906 (T. D. 

Tbbasury Dspabtment, 
.Office of Comhissionbr of Internal Revenue, 

Washington, D. C, April lly 1906. 
Sir: In reply to your letter of the 3d instant, you are informed 
that it is proper for a collector or revenue agent to call the attention 
of anyone charged with violation of the internal-revenue laws to 
the section of the statute relative to compromises. 

The circular letter of March 26, 1906 (T. D. 989), to which you refer, 
was directed against the practice of suggesting a certain amount in 
compromise which the officer indicates he would recommend for 
acceptance. 

If the officer does no more than call the attention of the person 
charged with violation of the law to the fact that he has the privilege 
fit making an offer in compromise, there is no objection* 

Respectfully, John W. Yerkes, Commissioner. 

Mr. F. W. HowBBRT, Collector Internal Revenue^ Denver^ Colo. 



(T. D. 996.) 

Use of metal barrels or drums as pax^kages for containing distilled 

spirits of high proof. 

[Circular No. 41— Int. Rev. No. 678.] 

Treasury Department, 
Office of Commissioner of Internal Reventtb, 

Washington, D. C?., April 11, 1906. 
To collectors of internal revenue and others : 

Cylindrical metal barrels or drums, having a diameter of not less 
than 23 inches at the head, may hereafter be utilized, when approved 
by this oflBice, as packages for containing distilled spirits of high 
proof. 
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A metal package as herein described has been approved. 

For the purpose of furnishing the package with a permanent sur- 
face^ capable of receiving the marks, brands, and stamps required on 
the stamp head and the gauge marks required on the bung stave, 
there is superimposed upon one of the metal heads of the package a 
wooden head not less than an inch thick, consisting of four pieces 
of oak or other similar wood, of suitable size and shape to completely 
cover the metal head. These pieces are held in place by a rim or 
flange about an inch wide, formed by turning over the upper rim of 
the end hoop of the package, at right angles to its main body. This 
end hoop is driven on to the package while hot and permanently 
affixed thereto, with the rim or flange resting firmly against the outer 
circumference of the wooden head and concealing the outer edge 
thereof from view. Each of the two middle pieces of the wooden 
head is further secured to the metal beneath by a bolt passing 
through the metal and a portion of the thickness of the wood, and 
secured by a nut countersunk in the wood at or near the middle of 
the board, both bolts being substantially in line with the diameter 
of the head of the package drawn at right angles to the joints of the 
head. The opening in the wood in which each nut is sunk is to be 
filled fiush with the outer surface of the head by a wooden plug or 
with other suitable material to form a backing to the stamp when 
affixed as hereinafter described. 

In case of a double-stamped package of this type, the warehouse 
stamp will be affixed over one of these filled openings and the tax- 
paid (or export) stamp over the other, and the marks and brands 
required on the head of a barrel will be placed above and to the left 
of the stamps. The marks and brands required on the bung stave 
of a wooden barrel Will be placed on this package in the vacant 
space to the right of the stamps, the entry marks being placed oppo- 
site the warehouse stamp and the withdrawal marks opposite the tax- 
paid (or export) stamp. 

In case of a single stamped package, the stamp will be placed 
over the upper bolt; the marks and brands required on the head will 
be placed to the left of the stamp, and the bung-stave marks, if any, 
in the vacant space to the right of the stamp. 

If other metal packages are hereafter approved, you will be duly 
notified. 

All regulations inconsistent with the foregoing are hereby modified 
iMseordingly. 

John W. Yerkbs, Commissioner. 

Approved : 

Leslie M. Shaw^, Secretary of the Treasury. 



Digiti 



zed by Google 



48 

(T. D. 997.) 

Distilled spirits. 

Concerning the addition of water to the contents of double-stamped spirits packages 
without change of stamps; also as to shipments of stamped, marked, and branded 
packages of spirits concealed in overcasks. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, April 12, 1906. 

Sir: Yours of 5th instant is received, inclosing copy of a circular 

letter issued by . You call attention to the statements therein 

which are in conflict with the regulations of this office on the foUow- 
ing points: 

First. Wholesale liquor dealers are assured that they have the 
right to put as much water as they can in an original two-stamp 
package of distilled spirits, without the presence of a gaiuger, and 
without changing any of the marks and stamps or putting on others. 

Second. As to the right to ship spirits in overcasks, Mr. 

states that the courts have held that if the inner invisible package 
has the proper stamps, marks, and brands upon it, the package is not 
subject to seizure. 

In reply, I have to say, in regard to the assertion of nonliability for 
the addition of water to the contents of a double-stamped package, 
without notice, this office does not hold that any x>ersonal liability is 
incurred. The package is liable to forfeiture, however, under sec- 
tion 3289, Revised Statutes, because, prima facie, the stamps, marks, 
and brands are not those required for the spirits in the package. 
They do not describe the contents, after such contents have been 
changed by the addition of water, and as the- purpose of their use is 
to identify the given body of spirits in the package, it follows that 
they afford no protection to contents abnormally variant. 

An owner of spirits who chooses to tamper with them in a stamped 
package does so entirely at his own risk. Although this office has, 
by its regulations, Circulars 536 and 542, endeavored to provide for 
such reduction in the proof of double-stamped packages as are 
required by the demands of the trade in such a way as to avoid lia- 
bility of the package having the proof so reduced, under section 
3289, Revised Statutes, some courts have denied the validity of this 
regulation, holding that it conflicts with section 3455, Revised Stat- 
utes. This was the position taken by Judge Amidon in United 
States t;. Three Packages of Distilled Spirits (125 Fed. Rep., 52). 

It may be that the liability of a package of spirits to forfeiture 
under section 3289, Revised Statutes, because of the proof and wine 
gallons being abnormally below the stamped and marked proof, is 
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only prima facie, and that if the owner in defeiiding the in rem suit 
proves by credible testimony that the variations were caused by the 
addition of water only, he will in so doing prove that the stamps, 
niarks, and brands are those required therefor by law, and that his 
package is not subject to forfeiture. An owner in such, case will, 
however, have no just cause to complain that the Government has 
proceeded upon the prima facie of the case. By his own act he so 
changed the contents of the package as that the stamps, marks, and 
brands no longer identified the contents. In any such case the 
United States attorney would be requested to ask the court for a cer- 
tificate of probable cause, and that judgment for the costs be pro- 
nounced against the claimant. 

In like manner in the case of a shipment of stamped, marked, and 
branded spirits concealed in an overcask, an internal-revenue officer 
who had knowledge that a package bearing no visible stamp, mark, 
or brand contained distilled spirits would be authorized to act upon 
the prima facie of the case so far as seizure is concerned. 

Stamps, marks, and brands which are invisible are as though non- 
existing. 

In any case of seizure under section 3449, Revised Statutes, because 
of shipment of stamped spirits in an overcask, if it should be demon- 
strated in the course of the proceedings that the spirits are in fact 
properly stamped, marked, and branded with the name of the spirits 
as known to the trade, the forfeiture might fail. In such case, how- 
ever, the court would be asked for judgment as to costs against the 
claimant. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. Benjamin D. Crocker, 

Collector Internal Revenue^ Taconuiy Wash, 



(T. D. 998.) 

Distillers^ bonds. 

Discretionary power of collectors as to the approval of distillers' bonds. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 2^, 1906. 
Sir: Yours of 19th instant is received, asking whether a collector 
may properly refuse to approve the bond of a grain distiller when he 
is convinced by the facts and circumstances of the case that the person 
giving the notice and executing the bond is not the real party in 
interest. 

You state that the question has frequently arisen, and that while 
it is clear that a collector may withhold his approval in cases where 

4. T P 
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the situation of the distillery is such as to facilitate fraud upon the 
Government, or where the distiller has been convicted of fraud, or 
has compromised his liability therefor, it is not clear, in your opin- 
ion, that the collector has discretion in a case such as first above 
referred to. You explain as to that case that the party giving the 
notice is now the distiller of record, and proposes to bond again for 
the coming year. He is not known to possess meaas bufficient to 
carry on such a business. His brother has means, and apparently 
manages everything about the distillery, purchases the material, and 
sells the product, though it is probably done in the name of the 
ostensible distiller. The brother, not the distiller, is known in the 
community as the proprietor, and speaks of the distillery as being 
his own and of the business as being his own. You are morally cer- 
tain that he is the real proprietor and that h(> uses his brother's name 
to shield himself from punishment for violations of law committed 
at the distillery. 

In reply to } our inquiry, you are advised that such facts and cir- 
cumstances as you have mentioned in the case refeiTed to are deemed 
by this office to bring the case within the spirit and letter of section 
3260, Revised Statutes, amended, which should be construed in con- 
nection with section 31G3, Revised Statutes, amended, imposing upon 
collectors the duty of seeing generally that all laws and regulations 
relating to internal revenue are faithfully executed and complied 
with; and also with section 32G2, Revised Statutes, amended, which 
provides that no bond of a distiller shall be approved unless he is 
the owner, etc. 

The discretion of the collector to refuse approval is not limited to 
a bond offered for the future operation of a distillery. The statute 
gives him the discretion, not only when the physical situation of the 
distillery is such as to enable the distiller to defraud the United 
States, but he may even during the period covered by a bond which 
has been approved require a new one upon the occurrence of "any 
other contingency" that, in his opinion, makes it necessary for the 
protection of the Government. The fact coming to his knowledge 
that the notice and current bond of a distiller had not been given by 
the true distiller would be sucli a contingency as would justify his 
requiring a new bond to be given by the real distiller. 

A collector would not, of course, be authorized to act upon a mere 
suspicion that a false notice and bond had been given. On the other 
hand, he would not be doing his duty by the Government if he failed 
to act upon facts and circumstances sufficient to convince him that 
the true distiller had not given notice and bond. 

The element of personal liability of the distiller to punishment for 
the fraudulent operation of the distillery is the most effective instru- 
ment in the hands of the Government to insurp itsel^j^^nsi^f raud ; 



51 

and the collector is the official who is Qhiefly depended upon to see 
that the proper person is made subject to such punishment. 
Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. EdWard C. Duncan, 

Collector Fourth District^ Rcdeigh^ N. C. 



(T. D. 999,) 
Alcoholic compounds. 

Persons selling Hostetter's Bitters prepared under the new formula are not required 

to secure special-tax stamp, the new compound having been analyzed and found 

to be unfit for use as a beverage. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, April U, 1906. 

Gentlemen : In the circular issued by this office last December, you 
were notified that Hostetter's Bitters was included among the prepa- 
rations and compounds covered by regulation issued by this office on 
September 12, 1905, relative to alcoholic compounds advertised and 
sold as medicines. 

On December 21 you submitte^l to this office samples of a prepara- 
tion to be called '* Hostetter^s Bitters,^' in which the amount of drugs 
had been increased, and also submitted the formula under which 
this new i>rep««tioii was made. 

After a careful analysis made in the chemical laboratory of this 
Bureau, it was determined that while the new preparation perhaps 
contained drugs of a character and in sufficient quantity to warrant 
its consideration by some as a medicine, on the other hand the 
preparation could still be used to some extent as a beverage. There- 
upon, you furnished this office with still another preparation, known 
as " Hostetter's Bitters,*' in which the amount of drugs in quantity 
and character was changed and, furthermore, ipecac was added. A 
careful analysis of this new compound has been made, and as it is 
now unfit for use as a beverage and carries enough ipecac and other 
ingredients to prevent its use as a beverage, you are informed that 
this present preparation is exempt from special-tax liability, and 
that peraons handling it are not compelled to take out special-tax 
stamp from the Government. 

As you know, this office will occasionally purchase in the open 
market samples of compounds such as this, and examine them for 
the purpose of seeing whether or not there is absolute adherence by 
the proprietors to the formulsB under which these preparations are 
made, according to the statements filed in this office. 

Respectfull3% John W. Yerkes, Commissioner. 

The Hostetter Company, Pittsburg. Pa. , ^^^.^ 
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(T. D. 1000.) 

Defective bonds. 

The proper course to take in the case of bonds in which alterations and erasui-es occur. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 25, 1906. 
Sir: Referring to your letter of the 19th instant, you are advised 
that all bonds accepted by you in which alterations and erasures 
occur should have placed upon them the statement, by the affidavit 
of the surety company or by the certificate of the officer before whom 
the acknowledgments were taken, that such alterations or erasures 
were made prior to the signing of the bopd; or, if they were made 
after the bond was signed, the formal consent of all the parties thereto 
should be written in the bond. 

You may send the defective bonds by registered mail to your 
deputy, who should present them in person to the proper officer for 
correction. 

It is desired that all bonds should be in as perfect a form as possi- 
ble in order that no question may arise concerning them should they 
be placed in suit. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. Joseph E. Lee, Collector Internal Revenue, Jacksonville, Fla. 



(T. D. 1001.) 
, Custom-house brokers selling imported liquors. 

While custom-house brokers do not become involved in liability under the internal - 
revenue laws for making entry and paying duty on imported foreign distilled 
spirits at the custom-house, under oath that the shipment is consigned to them and 
that they are the owners, when, in fact, they are merely brokers acting for the real 
owners, yet if they sell these liquors they involve themselves in special-tax 
liability. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washiiigf^n, D. C, April 25, 1906. 
Sir: Your letter of the 18th instant has been received, submit- 
ting the question of the special-tax liability as wholesale liquor 
dealers of custom-house brokers who, you say, *' when making entry 
of an import and paying duty on foreign distilled spirits at the 
custom-house * * * state under oath that the shipment is con- 
signed to them and that * * * they are the owners of such liquors, 
although, as a matter of fact, they are the mere custom-house brokers 
acting for the real owner." , ^^^.^ 
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There is no special-tax liability on the cnstom-house brokers by 
reason merely of making the oath to which you refer and entry at 
the custom-house and paying duty on these imported distilled spirits; 
but if they have sold these distilled spirits, even as agents at any 
place where the requisite special-tax stamp was not held either by 
them or by their principal, they have involved themselves in special- 
tax liabilitj'. 

In the case of the express companies, the United States circuit 
court of appeals, eighth circuit, construing the fifth paragraph of 
section 3244, Revised Statutes, said: 

The actual ownership of the property is not essential to fix upon the trafficker the 
quaUty of a dealer in' liquors under this statute. Treasury Decisions, January 11 
1906 (pp. 82, 33, and 34, No. 965). 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. B. D. Crocker, 

Collector Infernal Revenue^ Tacoma^ Wash. 



(T. D. 1002.) 

Storage of leaf tobacco. 

Concerning storage of leaf tobacco in cellars of buildings occupied by cigar manufac- 
turers under certain restrictions. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 26, 1906. 

Sir: This office is in receipt of your letter of the 23d instant with 
reference to manufacturers of cigars using the cellar of the building 
in which the factory is located for the purpose of storing their leaf 
tobacco, and you ask in cases where the cellar is under the same 
building and included in Form 36| in the opening papers, and also 
in Form 41^, Certificate of Registry, whether it will be necessary in 
each case to obtain the consent of the Commissioner and the further 
written assent of the sureties on the bond before such storage could 
be allowed. 

In reply, you are advised that where the cellar is included and 
covered by the bond as a part of the factory premises, and is described 
on Forms 36^ and 41^ as under the same building, and to be used 
only for the storing of leaf tobacco, it is believed no serious harm 
could result therefrom, and it may be permitted without making 
special application to this office for the privilege of outside storage, 
as provided for in T. D. 20480, issued January 3, 1899. This will 
apply only to dwellings or buildings occupied wholly by the cigar 
manufacturer, or so arranged that the tobacco will not pass through 
premises controlled by other people. Digitized by V^OOglC 
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In all cases where the tobacco is to be stored in cellars or in places 
separated from the building in which the factory is located by pub- 
lic streets or thoroughfares, application should be made for outside 
storage as provided for in the Treasury decision referred to. 

This ruling is made to cover the large number of cases of small 
manufacturers whose factories are located in their dwellings, and 
who lack the room and the facilities for storing their surplus leaf 
and keeping it in proper working condition. 

Respectfully, 'Robt. Williams, Jr., 

Acting Commissioner. 

Mr. G. T. Davis, Collector Twelfth Disfricty Scrantouy Pa. 



(T. D, 1003.) 
Special tax — Buj^ri in a lodge. 

Where a lodge buys and owns liquors, and issues coupon books to members, on pre- 
sentation of which they obtain liquors at the buffet, the coupon books being charged 
to the members and their dues being increased or diminished, it is held that the 
liquors are sold by the lodge to its members, and that it must hold a special-tax 
stamp as a retail liquor dealer. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 26, 1906. 
Gentlemen: Your letter of the 28th ultimo to the Attorney- 
Qeneral has been referred to this office, wherein you submit the 
question of the special-tax liability^ as a retail liquor dealer under 

the internal- revenue laws of the United States, of , a fraternal 

and benevolent organization, in the event of their establishing in 
their club rooms a buflfet for the distribution of liquors to their 
members in the manner which you describe as follows: 

The lodge will buy the liquors and own them, and the secretary will issue small 
coupon books to each member, which will be charged to him, and his dues increased 
or diminished accordingly. On presentation of the coupons at the buffet, he can get 
such liquors as he desires. No money will exchange hands ; no bar will be maintained, 
simply a buffet. Only members of the organization can obtain coupons or liquors. 
The buffet is to be maintained only as a convenience, and not for the purpose of 
revenue. 

It is held by this of&ce that the sale of these coupon books by the 
lodge to its members, on presentation of which at the buffet they are 
entitled to receive such liquors as are called for by them, coustitutes 
a sale of the liquors by the lodge, and so involves it in special-tax 
liability as a retail liquor dealer, and this liability is not affected by 
the fact stated that 'Hhe buffet is to be maintained only as a con- 
venience, and not for the purpose of revenue." 

The long-settled ruling of this office has been sustained by the 
United States courts that any course of selling, though to a restricted 
class of persons and without a view to profit, is within the meaning 
of the statute imposing special tax. Digitized by V^OOglC 
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In United States v. Giller (54 Fed. Rep., 666) the court held that 
a benevolent association selling tickets at a picnic good for bread, 
meat, or beer became involved in special-tax liability under the 
internal-revenue laws as a retail dealer in malt liquor. 

Respectfully, Robt. Williams, Jr., 

Activg Commissioner, 
To . 



(T, D. 1004.) 

Warehouse bonds. 

Effect of filing fL new bond. — When prior bond is relieved from liability. 

Treastjrt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April 26, 1906. 
Sir: In your letter of the 24th instant you ask whether the giving 
of a new warehousing bond, upon the request of the collector or the 
Commissioner, relieves the prior bond of future liability. 

From the reference you make to article 17, series 7, No. 6, I take 
it that.you refer to a warehouse bond instead of a warehousing bond. 
If that be true, you are advised that when the collector or the Com- 
missioner of Internal Revenue demands a new warehouse bond from 
the warehouseman, the filing and acceptance of the new bond so 
required relieves the prior bond of all liability for acts and condi- 
tions subsequent to the date of the new bond. Any new bond given, 
however, by a warehouseman without demand therefor having been 
made by the collector or the Commissioner of Internal Revenue is 
held to be merely cumulative, and both bonds are liable. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. . 



(T. D. 1005.) 

Brewers filing Form 27c after having ceased business as brewers. 

The practice on the part of certain brewers of filing notice, Form 27e, on the 1st of 
July, although they had ceased the business of brewing and given notice that they 
did not intend to reengage therein until a later period, is objectionable and should 
be discontinued. Such notice is not required of brewers until they are ready to 
begin business and give bond and pay special tax as brewers. Meantime stamps 
may be sold to them for the beer on hand manufactured when they were qualified 
brewers, although they are no longer such brewers, and this tax-paid beer may be 
sold by them under special-tax stamps as wholesale and retail malt liquor dealers. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C , May 16, 1906. 

Sir: It is fouud upon the records of this office that have 

continued from year to yeai* the objectionable practi5Jggj^^^l^g)TO^ce 
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as brewers, Form 27c, on the Ist of July, although they had ceased 
the business of brewing, and filed notice that they did not intend to 
reengage in this business until a later period. 

As you were advised by letter from this office, dated September 22, 
1900, Form 27c is not required of these brewers until they are ready 
to begin the business of brewing, and they are not to be regarded as 
having qualified as brewers until they have paid the special tax. 
You will please inform them accordingly, in order that they may dis- 
continue the practice of giving notice as brewers at a time when 
they are not required to give bond and pay special tax as brewers. 

Under the long-settled ruling, you are authorized to sell tax stamps 

to on and after July 1 in each year for beer manufactured 

by them prior to that date and at a time when they were qualified 
brewers. Although no longer under bond and special-tax sta,mp as 
brewei's, they are nevertheless the brewers of the beer previously 
manufactured by them, within the meaning and intent of the statute, 
and it is not necessary for them, being no longer engaged in brewing, 
to give notice as brewers in order to obtain the requisite tax stamps 
for their beer remaining on hand. 

The special-tax stamps taken out by them as malt liquor dealers 
are sufficient to cover their sales of this beer after payment of tax 
thereon. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. F. Von Baumbach, 

Collector Internal Eevenuey St Paul^ Minn, 



(T. D. 1006.) 
Reimportation of domestic distilled spirits. 
Distilled spirits bottled in bond, below proof, for export, are subject, on reimporta- 
tion, to a duty equal to tlie internal -re venue tax as originally levied on the prdbf 
gallon. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, May 19, 1906. 

Sir: This office is in receipt of your letter of the 16th instant 
requesting that you be advised respecting the following inquiiy 
received from Messrs. S. J. Greenbaum, distillei-s in your district: 

In case we bottle whisky in bond for export at 90 per cent proof and ship same to 
a foreign country, and it becomes necessary for us to have that whisky returned to 
this country, could we dispose of it again in this countiy by paying the tax based on 
the 90 per cent proof ? * * * 

Section 27 of the tariff act of July :J4, 1897, provides— 

That upon the reimportation of articles once exported, of the growth, product, or 
manufacture of the United States, upon which no internal tax has been paid, or upon 
which such tax has been refunded by allowance of drawback, there shall be levied, 
collected, and paid a duty equal to the tax imposed by the internal revenue laws upon 
such articles. * * « r\r\riio 

Digitized by VjOOy IC 



57 

Section 48 of the act of August 28, 1894, imposes on distilled 
spirits a tax of 11.10 '*on each proof gallon, or wine gallon when 
below proof, and a proportionate tax at a like rate on all fractional 
parts of such proof or wine gallons," except fractional gallons less 
than one-tenth. 

Section 2 of the bottling act of March 3, 1897, however, provides — 

That distillers may * * * whenever necessary reduce such spirits as are 

withdrawn for bottling purposes by the addition of pure water only to one hundred 

per centum proof for spirits for domestic use, or to not less than eighty per centum 

for export purposes. 

While the tax on distilled spirits, when produced, is imposed on 
the wine gallon, if below proof, the tax so levied is obviously not 
for the purpose of raising additional revenue from this class of spirits, 
but to discourage the production and warehousing of spirits below 
the standard proof adopted as a basis for computing the tax due. 
Such being the evident purpose of this provision of the law, and in 
view of the express authority conferred by the bottling act for the 
reduction below proof of spirits bottled for export, I am clearly of the 
opinion that the tax on such spirits should be recompute on the 
same basis as computed when the spirits were originally gauged, 
namely, on their proof strength. 

This is the basis adopted in determining the tax liability of both the 
di&tiller and the party bonding the spirits for export, and is the basis 
for coUecting the tax on the spirits, under the provisions of section 
5 of the bottling act, in case of loss in ti*ansit, or where on reinspec- 
tion at the port of export the cases containing the spirits are found 
to have been tampered with. 

The tax on such bottled spirits fco computed under the internal- 
revenue laws will therefore determine the amount of duty to be paid 
on the reimportation of the spirits under the provisions of section 27 
of the tariff act of July 24, 1897. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. Samuel J. Roberts, 

Collector Seventh District^ LexingtoUy Ky. 



(T. D. 1007.) 
Retailing liquors on small boats. 

Where a merely nominal charge is made for passengers on a boat, and the facts ascer- 
tained by the collector are sufficient to show that the actual business of the boat, 
instead of being that of carrying passengers, is the retailing of alcoholic liquors, 
a special-tax stamp is not permitted to be issued for such boat. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, May 22, 1906. 
Sir: Your letter of the 15th instant has been received, relating to 
the small boat plying on the Ohio River at Portsmouth, and 
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whose owners hold a special-tax stamp as i-etail liquor dealers thereon, 
claiming that they are doing '' a legitimate passenger business.'' 

Yon transmit, however, a letter from the mayor of the city of 
Portsmouth, datpd the 11th instant', wherein he says: 

The boat is a small affair and is in no regular trade, and is not operated during 
week. While its proprietor claims to charge a small fee as a passenger charge, there 
can be no question but that the entire object of the running of this boat is to evade 
the laws of Ohio regulating the selling of liquor. Its patrons are of the lowest class 
and much disorder follows their Sunday violations. 

If you find (notwithstanding the views expressed by your deputy 
in his letter of the 14th instant which accompanies yours, that this 
boat, ^* carrying passengers for hire," comes within the definition 
given a passenger boat by the Steamboat Inspection Service) that 
the price charged to persons on this boat is merely nominal and that 
its actual business, instead of being that of carrying passengers, is 
the retailing of alcoholic liquors, you may inform the owners of this 
boat that it is not to be regarded as " engaged in the business of 
carrying passengers " within the meaning of the joint resolution of 
Congress, May 8, 1876 (Comp. of Int. Rev. Laws, 1900, p. 114), and, 
therefore, a special-tax stamp can not be issued to them for the 
retailing of liquors on this boat for the year beginning July 1, 1906. 

You may take a like action with reference to other small boats, to 
which you refer, upon the same state of facts. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner, 

Mr. David H. Moore, 

Collector Eleventh District^ AthenSy Ohio. 



(T. D. 1008.) 
Special-tax stamp — Partnership. 

The firm name is the only name that is necessary in a special-tax stamp issued to a 

partnership. 

Trbasury Department, 
Office of (Commissioner of Internal Revenue, 

Washington, D. C, June 2, 1906, 
Sir: In reply to your letter of inquiry of the 29th ultimo, you are 
hereby advised that where two or more persons form a partnership to 
engage in business as reta.11 liquor dealers, and their sworn return, 
Form 11, discloses the names of all these persons and their places of 
residence, it is not necessary, in the issuance of the special-tax 
stamp, to insert their names. The firm name is sufficient therein. 
Respectfully, John W. Yerkes, Commissioner, 

Ml'. E. B. Stephenson, 

Collector Infernal Revenney OmahOy Nebr, 
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(T. D. 1009.) 

Explanation of infernal-revenue regulations concerning ^^ adulter aied 
'buttery'*^ as described by the a^t of Congress approvedMay 9, 1902. 

'* Creamery butter," *'ladled butter," *' whey butter," and "sweet butter" classed as 
'•adulterated butter" and taxable at 10 cents per pound when made to contain 
moisture to the extent of 16 per cent or more. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 6, 1906. 

Gentlemen: Your letter of April 24, 1906, was duly received, and 
reply thereto has been delayed in order that the matters therein 
referred to might receive careful consideration, with a view of fur- 
nishing you with full information relative to the questions pro- 
pounded by you, it being apparent from the nature of your inquiries 
that the regulations of this Department relating to taxable butter 
are not clearly understood. 

You refer to the nature of your business as that of buying and 
selling what is commonly denominated "packing stock — ^that is, 
butter purchased from merchants which comes in barrels and boxes 
composed of various churnings of various farmers scattered through- 
out the country from which such stock is drawn." 

You sell this as packing stock to the renovated butter factories. 
You rehandle and rework it, making what is termed by the trade 
"ladle butter." You stAte that the butter as purchased from mer- 
chants made up from many churnings contains, in many instances, 
more than 16 per cent of water; sometimes more, sometimes less. You 
ask to be informed whether the sale of such butter containing 16 per 
cent or more of moisture creates liability as wholesale dealer in adul- 
terated butter when sold in quantities. 

You further inquire as to the liability of the merchants who sell 
you this butter, and also as to the status as regards special and other 
taxes of the farmers who furnish the merchants butter containing 
water in excess of the legal limit. 

Concisely stated, your questions are. What is the legal status under 
rulings and regulations of this office of the merchant handling (buy- 
ing and selling) this class of goods, the farn^er making and selling 
the same, and the manufacturer buying and converting it into ladle 
butter or selling it as packing stock ? 

It is presumed that you are and have been in possession of the 
regulations of this office, approved by the Secretary of the Treasury, 
known as regulations No. 9, revised December, 1904, and if this is 
true, your attention has doubtless been particularly attracted to the 
parts relating to renovated and adulterated butter which contain 
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matters necessarily of vital importance to persons or corporations 
engaged in the business of handling an article the nature of which 
may or may not be classed as a taxable product under the Federal 
laws. 

In the regulations mentioned the law describing taxable butter 
(sec. 4, act of May 9, 1902) is printed in part on page 101, and this 
is followed by a carefully prepared statement under various heads 
embracing the views of this office relative- to the question as to When or 
under what conditions ordinary butter of commerce may become liable 
to the tax imposed on adulterated butter under the act referred to. 

It may be noted that the statutory definition of ** butter" as set 
forth in the aforesaid section 4« makes no reference to the degree of 
moisture that may be contained in such butter, but the question is 
at once involved in the definition of adulterated butter immediately 
following, so that butter defined in the oleomargarine act of August 
2, 1886, becomes adulterated butter when it is found to have been 
so treated as to bring it within the definition set forth in the act of 
May 9, 1902, either by the addition of chemicals; any substance 
foreign to butter, to cheapen the product, or when manipulated or 
manufactured by any process or the addition of any material with 
intent or effect of causing the absorption of abnormal quantities of 
water, milk, or cream. 

It is well understood that butter produced on the farm is often 
loaded with water, but it will be seen by reference to the regulations 
these small individual lots are not taken into account in connection 
with the taxing question, but when these lots are gathered up and 
manufactured or manipulated so that they lose their identity as the 
farmer's product they enter a sphere where surveillance of the law 
becomes operative, and some of the more common kinds of resulting 
new products are referred to under the heads of ** ladle butter," 
** creamery butter," "whey butter," and ''sweet butter," with the 
information as to when such may be classed as taxable. 

It is an indisputable proposition that butter containing abnormal 
moisture is adulterated butter, and is subject to a tax of 10 cents 
per pound which is required by law to be paid by the manufacturer. 

Being a taxable product it must be packed, branded, and have 
tax-paid stamps affixed to the packages when found off the premises 
of the manufacturer; otherwise it is in an unlawful condition and 
is forfeitable the same as other taxable articles which may be found 
on the market untaxpaid. 

It has been the uniform custom of this office ever since this law 
went into effect to caution creameries, ladlers, and other handlers of 
butter, either for sale or for storage stock, to see to it that the prod- 
uct sold by them should not infringe on the law by being permitted 
to contain water in excess of the limit fixed in^ 
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It has been held that butter in cold storage for sale at fatare time 
containing moistare to the extent of 16 per cent or more is adulter- 
ated butter illegally on the market, the tax imposed by law not 
having been paid and other requirements not having been complied 
with.. Seizures have been made of this class of butter, the same 
sold or otherwise disposed of, and the manufacturers and dealers 
charged with the special taxes. 

Had the regulations been followed, much if not all of this trouble 
would have been avoided. It is incumbent on handlers of butter to 
see that the product leaving their hands is such as to bear the scru- 
tiny of officers charged with the collection of all internal-revenue 
taxes imposed by the law. 

If the material accumulated and manipulated by them is not right 
it is important that it be made right before being sent out on the 
market. They are the judges of the class of materials they will 
accept, and can refuse that which they find it dangerous to use in 
producing the article proposed to be marketed. If the moisture con- 
tent is kept below 16 per cent it is not in danger from interference 
on the part of the internal-revenue officers unless there are other 
qjuestions involved than that of the moisture limit. 

If, however, the water content is 16 per cent or above it is over 
the line of immunity from tax, and is necessarily likely to fall under 
the scrutiny of the officers of this Bureau. 

It may be said in general terms that the law taxing adulterated 
butter will be enforced. Special taxes incurred by manufacturers 
and dealers will be exacted, and a tax of 10 cents per pound will be 
imposed on the product. It is not intended to invoke the special 
penalties provided by law when no intent to defraud the Government 
is apparent, but may be in cases of persistent continuance of the 
unlawful practices. 

The foregoing, taken in connection with the regulations to which 
reference has been made, will doubtless afford you the information 
you seek. 

Respectfully, John W. Yerkes, Commissioner. 



Messrs. 



(T. D. 1010.) 

Distilled spirits. 

Destruction of bonded spirits while undergoing an artificial aging process. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, June 11 y 1906. 
To collectors of infernal revenue and others concerned : 

The appended decision of the Secretary of the Treasury respecting 
applications for abatement under section 3221, [|i|f^v|ge^l|))^.^f^8, of 
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tax on bonded spirits destroyed while undergoing an artificial agiDg 
process, is published for the information of collectors of interDal 
revenue and others concerned. 

RoBT. Williams, Jr., Acting Commissioner, 



Treasuby Department, June 8, 1906, 

Sir: With your letter of the 6th iDstant you submitted the claim of for 

the abatement, under section 8221, Revised Statutes, of tax on gallons 

of spirits alleged to have been lost by casualty, February 24, 1906, ^hile in the 
distillery warehouse. 

It appears that, while a package of whisky was undergoing an artificial aging 
process, it exploded with great force, striking and bursting another package of spirits 
some distance away, causing the loss of the contents of both packages. 

As the artificial aging process is not a necessary incident to the care of spirits in 
warehouse, but is undertaken by the distiller voluntarily, for his own benefit, it must 
be done at his own risk, and the loss of the spirits due to such process can not be held 
to be an unavoidable casualty within the meaning of the statute. The claim is 
accordingly rejected. 

Respectfully, Leslie M. Shaw, Secretary. 

The Commissioner of Internal Revenue. 



(T. D. 1011.) 

Alcohol in the arts. 
Act of Congress June 7, 1906. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D, C, June 12^ 1906. 
To collectors of internal revenue : 

The appended act of Congress, approved June 7, 1906, is published 
for the information of all concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



AN ACT For the withdrawal from bond, tax free, of domestic alcohol when rendered unfit for 
beyerage or liquid medicinal usee by mixture with suitable denaturing materials. 

Be it enacted hy the Senate and House of Bepresentatives of the United States of America 
in Congress assembled^ That from and after January first, nineteen hundred and seven, 
domestic alcohol of such degree of proof as ma^ be prescribed by the Commissioner of 
Internal Revenue, and approved by the Secretary of the Treasury, may be withdrawn 
from bond without the payment of internal-revenue tax, for use in the arts and indus- 
tries, and for fuel, light, and power, provided said alcohol shall have been mixed in 
the presence and under the direction of an authorized Government officer, after with- 
drawal from the distillery warehouse, with methyl alcohol or other denaturing 
material or materials, or admixture of the same, suitable to the use for which the 
alcohol is withdrawn, but which destroys its character as a beverage and renders it 
unfit for liquid medicinal purposes; such denaturing to be done upon the appli- 
cation of any registered distillery in denaturing bonded warehouses specially 
designated or set apart for denaturing purposes only, and under conditions prescribed 
by the Commissioner of Internal Revenue with the approval of the Secretary of the 
Treasury. 
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The character and quantity of the said denaturlnir material and the conditions upon 
which laid alcohol may be withdrawn free of iAX shall be prescribed by the Oommis* 
doner of Internal Revenue^ who shall/ with the approval of the Secretary of the 
Treasury, make all necessary regulations for carrying into effect the provisions of this 
Act. 

Distillers, manufacturers, defers and all other persons furnishing, handling or 
using alcohol withdrawn from bond under the provisions of this Act shall keep such 
books and records, execute such bonds and render such returns as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, may by regu- 
lation require. Such books and records shall be open at all times to j;he inspection of 
any internal-revenue officer or agent. 

Sbc. 2. That any person who withdraws alcohol free of tax under the provisions of 
this Act and regulations made in pursuance thereof, and who removes or conceals 
same, or is concerned in removing, depositing or concealing same for the purpose of 
preventing the same from being denatured under governmental supervision, and any 
person who uses alcohol withdrawn from bond under the provisions of section one of 
this Act for manufacturing any beverage or liquid medicinal prepaiation, or know- 
ingly sells any beverage or liquid medicinal preparation made in whole or in part from 
such alcohol, or knowingly violates any of the provisions of this Act, or who shall 
recover or attempt to recover by redistillation or by any other process or means, any 
alcohol rendered unfit for beverage or liquid medicinal purposes under the provisions 
of this Act, or who knowingly uses, sells, conceals, or otherwise disposes of alcohol so 
recovered or redistilled, shall on conviction of each offense be fined not more than five 
thousand dollars, or be imprisoned not more than five years, or both, and shall, in 
addition, forfeit to the United States all personal property used in connection with his 
business, together with the buildings and lots or parcels of ground constituting the 
premises on which said unlawful acts are performed or permitted to be performed ; 
ProHded, That manufacturers employing processes in which alcohol, used free of tax 
xmder the provisions of this Act, is expressed or evaporated from the articles manu- 
factured, shall be permitted to recover such alcohol and to have such alcohol restored 
to a condition suitable solely for reuse in manufacturing processes under such regu- 
lations as the Commifcsioner of Internal Revenue, with the approval of the Secreti^ry 
of the Treasury, shall prescribe. 

Sec. 8. That for the employment of such additional force of chemists, internal- 
revenue agents, inspectors, deputy collectors, clerks, laborers, and other assistants as 
the Ckmimissioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, may deem proper and necessary to the prompt and efficient operation and 
enforcement of this law, and for the purchase of locks, seals, weighing beams, gauging 
instruments, and for all necessary expenses incident to the proper execution of this 
law, the sum of two hundred and fifty thousand dollars, or so much thereof as may 
he required, is hereby appropriated out of any money in the Treasury not otherwise 
appropriated, said appropriation to be immediately available. 

For a period of two years from and after the passage of this Act the force authorized 
by this section of this Act shall be appointed b> the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, and without compliance with the 
-conditions prescribed by the Act entitled" An Act to regulate and improve the civil 
service," approved January sixteenth, eighteen hundred and eighty-three, and amend- 
ments thereof, and with such compensation as the Commissioner of Internal Revenue 
may fix, with the approval of the Secretary of the Treasury. 

Sec. 4. That the Secretary of the Treasury shall make full report to Congress at its 
next session of all appointments made under the provisions of this Act, and the com^ 
pensation paid thereunder, and of all regulations prescribed under the provisions 
hereof, and shall further report what, if any, additional legislation is necessary, in his 
•opinion, to fully safeguard the revenue and to secure a proper enforcement c^lJii^ Act. 

Approved, June 7, 1906. ° 9' '^^^ by V-OOg LC 
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(T. D. 1012.) 

Fortification of wines. 

Act of Congress June 7, 1906. 

Tkeasuky Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, June If^, 1906. 
To collectors of internal revenue : 

The appended act of Congress, approved June 7, 1906, is published 
for the information of all concerned. 

ROBT. Williams, Jr., Acting Commissioner. 



AN ACT To amend existing laws relating to the fortification of pure sweet wines. 

Be it enacted hy the Senate and House of Representatives of the United States of America 
in Congress assembled, That section forty-three of the Act entitled "An Act to red ace 
the revenue and equalize duties on imports, and for other purposes," approved Octo- 
ber first, eighteen hundred and ninety, as amended by section sixty -eight of the Act 
of August twenty -seventh, eighteen hundred and ninety-four, be further amended so 
as to read as follows : 

''Sec. 48. That the wine spirits mentioned in section forty -two of this Act is the 
product resulting from the distillation of fermented grape juice, to which water may 
have been added prior to, during, or after fermentation, for the sole purpose of facili- 
tating the fermentation and economical distillation thereof, and shall be held to include 
the product from grapes or their residues, commonly known as grape brandy ; and the 
pure sweet wine, which may be fortified free of tax, as provided in said section, is 
fermented grape juice only, and shall contain no other substance whatever introduced 
before, at the time of, or after fermentation, except as herein expressly provided ; and 
such sweet wine shall contain not less than four per centum of saccharine matter, 
which saccharine strength may be determined by testing with Balling's saccharometer 
or must scale, such sweet wine, after the evaporation of the spirits contained therein, 
and restoring the sample tested to original volume by addition of water ; Provided^ That 
the addition of pure boiled or condensed grape must or pure crystallized cane or beet 
sugar or pure anhydrous sugar to the pure grape juice aforesaid, or the fermented prod- 
uct of such grape juice prior to the fortification provided by this Act for the sole 
purpose of perfecting sweet wines according to commercial standard, or the addition of 
water in such quantities only as may be necessary in the mechanical operation of grape 
conveyors, crushers, and pipes leading to fermenting tanks, shall not be excluded by the 
definition of pure sweet wine aforesaid ; Provided., Jto^oever, That the cane or beet sugar, 
or pure anhydrous sugar, or water, so used shall not in either rase be In excess of ten 
per centum of the weight of the wine to be fortified under this Act ; And provided further. 
That the addition of water herein authorized shall be under such regulations and limi- 
tations as the Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, may from time to time prescribe ; but in no case shall such wines to 
which water has been added be eligible for fortification under the provisions of this 
Act where the same, after fermentation and before fortification, have an alcoholic 
strength of less than five per centum of their volume." . 

Sec. 2. That section forty-nine of the said Act, approved October first, eighteen hun- 
dred and ninety, be amended so as to read as follows: 

"Sec. 49. That wine spirits used in fortifying wines may be recovered from such 
wine only on the premises of a duly authorized grape-brandy distiller; and for the 
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purpose of such recoyery wine so fortified may be receivefl as material on the premises 
of such a distiller, on a special permit of the collector of internal reyenue in whose 
district the distillery is located ; and the distiller will be held to pay the tax on a 
product from such wines as will include both the alcoholic strength therein produced 
by the fermentation of the grape juice and that obtained from the added distilled 
spirits, subject, howeyer, to the proyisions of section thirty-three hundred and nine 
of the Reyised Statutes of the United States, as amended by section six of the Act 
entitled 'An Act to amend the laws relating to internal reyenue,' approved March 
first, eighteen hundred and seventy - nine ; and such spirits so recovered may be used 
by such distiller to fortify wines as authorized by section forty •>two of the aforesaid 
Act, approved October first, eighteen hundred and ninety." 

Sbc. 8. That the Commissioner of Internal Revenue is hereby authorized to assign 
at each winery where wines are to be fortified such number of gangers or storekeeper 
gangers, in the capacity of gangers, for special duties as may be necessary for the proper 
supervision of the making and fortifying of such wines, and the compensation of such 
officers shall not exceed five dollars per diem while so assigned, together with their 
actual and necessary traveling expenses, and also a reasonable allowance for their 
board bills, to be fixed by the Commissioner of Internal Revenue, but not to exceed 
two dollars per day for said board bills ; and to cover the expenses to the Government 
attending the making and fortification of such sweet wines there shall be levied aiid 
assessed against each maker of such wines, and collected monthly, a charge of three 
cents on each taxable gallon of brandy used by him in the fortification of such wines 
during the preceding month. That bonds hereafter given under the provisions of the 
aforesaid Act of October first, eighteen hundred.and ninety, as amended, shall be con- 
ditioned for the payment of the tax on all brandy removed thereunder and not used 
and accounted for within the time and in the manner required by law and regulations, 
and for the payment of all charges herein imposed on the brandy so withdrawn and 
used ; and the said bonds shall contain such other conditions as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, may by regu- 
lation prescribe. 

Sec. 4. That where brandy to be used in the fortification of wine is distilled on 
premises adjacent to the winery premises the Commissioner of Internal Revenue may, 
in his discretion, authorize the erection on either of said premises of fermenting vats 
for material to be used either in the manufacture of such wines or the brandy to be 
used in the fortification thereof; and all such materials used or received on either of 
said premises shall be under the supervision of the officer assigned to such winery, 
and shall be accounted for at such times and in such manner as the Commissioner may 
direct. 

Sbc. 5. That the provisions of sections thirty -two hundred and twenty -one and 
thirty-two hundred and twenty -three of the Revised Statutes of the United States, as 
amended by an Act approved March first, eighteen hundred and seventy-nine, are 
hereby extended to grape brandy withdrawn for use in the fortification of sweet wines, 
and which, prior to such use, is accidentally destroyed by fire or other casualty while 
stored in the fortifying room on the winery premises. 

Sbc. 6. That any person who by any process recovers from wines fortified under the 
provisions of the aforesaid Act approved October first, eighteen hundred and ninety, 
or amendments thereto, any brandy or wine spirits used in the manufacture or fortifi- 
cation of said wine, otherwise than is provided for in said Act and its amendments, or 
who shall rectify, mix, or compound with other distilled spirits such fortified wines 
or grape brandy or wine spirits unlawfully recovered therefrom, shall, on conviction, 
be punished for each such offense by a fine of not less than two hundred dollars nor 
more than one thousand dollars. But the provisions of this section, and the provisions 
of section thirty-two hundred and forty -four of 'the Revised Statutes of the United 
'States, as amended, relating to rectification, shall not be held ^gygpjyvtg^^blending 
6lR 
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of pure sweet wines fortified under the provisions of the said Act of October first, 
eighteen hundred and ninety, or amendments thereto, where such wines are blended 
for the sole purpose of perfecting the same according to commercial standard. 
Approved, June 7, 1906. 

(T. D. 1013.) 
Renovated butter and oleomargarine. 

Renovated butter and oleomargarine removed from stamped packages for display or 
convenience of retail dealers, in advance of sales, to remain in or on the original 
stamped packages until sold and delivered to piu'chasers. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 12, 1906. 

Gentlemen : Your two letters dated the 8th instant have been 
received, which refer to removal of contents of packages of renovated 
butter and oleomargarine for the purpose of display in or on the 
stamped package, or for immediate delivery to customers, and you 
desire to be informed whether the retail packages thus prepared in 
advance of sale must be stamped or the wrapper marked as required 
for retail packages. 

The regulations of the Secretary of Agriculture as contained in 
rule 24, page 125, regulations No. 9, authorize dealers in reno- 
vated butter to prepare for convenience of customers not more than 
pne day in advance of sales small parcels or packages marked for 
identification in accordance with regulations, provided such retail 
packages remained in or stacked upon or in contact with the manu- 
facturer's package originally containing the same until such contents 
have been bargained for and sold. It is held that retail dealers should 
not keep renovated butter for sale in any form completely separated 
from and independent of the manufacturer's stamped package. The 
same is true of oleomargarine. 

This concession was made with the understanding that the original 
package was not necessarily to be entirely emptied and a portion of 
the contents only were to be removed, but to be kept in contact with 
the original stamped packages from which taken. The emptying of a 
package and returning the contents entire was not what was in mind 
when this regulation was made. 

It will be noted that these display packages are to be marked for 
identification while outside of the stamped package, and naturally 
it must be presumed that these marks were to be the words *' reno- 
vated butter" and the usual marks required on retail packages 
of oleomargarine. 

It would therefore appear that when these packages are left out of 
the original package they are to be marked either by printing the 
words on the wrapper or impressing them into the butter itself for 
renovated butter. The regulations would not justify the removal 
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of the entire contents of a stamped package of renovated butter or 
oleomargarine to be put in wood fiber or other container to be 
returned to the original stamped package. When a package bear- 
ing a tax-paid stamp is emptied the law requires that the stamp shall 
be destroyed. 

The regulations relative to controlling the manner of sales by retail 
dealers of renovated butter have been suistained by the courts, and 
they should be carefully followed in order that complications may be 
avoided. 

The conditions in regard to oleo are^practically the same as with reno- 
vated butter so far as a display outside of the stamped package is con- 
cerned. The law and the regulations require the retail dealer to mark 
each retail package in a certain manner fully set f o^th in regulations 
No. 9. These marks are to be placed on the retail packages at time of 
sale. It should be borne in mind that oleomargarine can not be removed 
from the original packages in advance of sale and put up in fiber 
packages, crocks, or other containers separated from the stamped 
packages. Some dealers have incurred loss of property and heavy 
penalties for engaging in this practice. It is resorted to usually for 
the purpose of getting rid of the marks required by law and offering 
an opportunity to dispose of the oleoihargarine unlawfully as butter. 
Oleomargarine found in this shape unprotected by the stamp is 
clearly liable to forfeiture, and should be seized by any revenue 
officer discovering it. 

Dealers in oleomargarine or renovated butter should familiarize 
themselves with the law and regulations under which they are oper- 
ating, and if their business is conducted strictly in accordance there- 
with they, will escape the heavy penalties imposed by the law on per- 
sons found violating the same. 

Respectfully, J. C. Wheblek, Deputy Co^nmissioner, 

Messrs. . 

(T. D. 1014.) 
Special tax — Retail liquor dealer compounding spirits. 

Where a retail liquor dealer draws from a stamped package less than 5 gallons of 
spirits, and adds to it sirup and keeps it in a container for his own conyenience in 
meeting orders of his customers, and does not put it up in bottles and keep it in 
Stock for sale, he is not required to pay special tax therefor as a rectifier. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, June 19 j 1906. 
Sir: In letters addressed to this office on the 12th and 16th instant 

by , he submits the following question : 

Is a retail liquor dealer liable for a special tax as a rectifier if he puts up rock and 
rye, using 8 gallons of rye whisky drawn from a stamped package and 1 gallon of 
sirup, using no other ingredients, and keeps same in a container for his own con- 
yeniisnc^ to supply his customers when they call for it ? Digitized by V^OOglC 
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He has to-day been referred to yon, and yon may inform him that 
a retail liquor dealer upon these facts, is not required to pay special 
tax as a rectifier. Where such a dealer draws from a stamped pack- 
age of whisky any quantity less than 5 gallons and compounds it by 
the addition of rock-candy sirup, and keeps it in a container for his 
own convenience in meeting the orders of his customers at his Bar, 
not putting the compound liquor in bottles or other packages for sale, 
he is not to be regarded as keeping it in stock for sale in advance of 
orders, and is therefore not to be called on to pay special tax as a 
rectifier therefor. 

Respectfully, Bobt. Williams, Jr., 

Acting Commissioner. 

Mr. Jambs D. Gill, Collector Third District^ Boston^ Mass. 



(T. D. 1015.) 
' Coupons attached to ** dummy " cigarette packages. 

It is not illegal to attach coupons or other adye^idsing matter to ''dummy" cigarette 
packages which do not contain the stamp, caution notice, or factory brand. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 21, 1906. 

Sir: This office is in receipt of your letter of the 20th instant, in 
which you refer to a letter recently addressed to Collector Eidman, 

third district, New York, prohibiting the Company, dealers 

in manufactured tobacco products, from attaching to 'statutory 
packages of cigarettes, put up by different manufacturers, certain 
coupons issued and redeemable by said company, and asking whether 
it would be a violation of any internal-revenue law if the said com- 
pany attaches the coupons to dummy packages used for show-window 
display which have nevier contained any cigarettes, and which bear 
no stamp, caution notice, or any other mark or brand purporting to 
show that any provisions of the internal-revenue laws have been 
complied with. 

In reply, you are advised that the office has ruled (see T. D. 814) 
that dummy cigar (or cigarette) boxes which have never contained a 
taxable product, and which have not affixed thereto the stamp or 
caution notice, and are not branded or marked in any way to show 
that some provision of the internal-revenue law has been complied 
with with respect to such boxes, do not come Within the provisions 
of Section 3397, Revised Statutes, defining what shall constitute 
statutory packages. Therefore, while they are objectionable, the 
office lacks the legal authority to prohibit their ^^ip^by V^OOQIC 
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It being conceded, therefore, that these dummy packages in the 
condition described do not come within the notice of the internal- 
revenue laws, the ofAce holds that the attaching of coupons or other 
advertising matter to such packages, whether of such character as is 
authorized by the law or regulations or not, would not be illegal or 
subject to interference by revenue ofScers, except that they would 
have the right to examine all such packages in order to satisfy them- 
selves that they do not conceal contraband taxable tobacco products. 

The use of dummy boxes or cartons for cigars or cigarettes which 
have on them the caution notice, or any of the marks or brands 
required by law to be placed on statutory packages, is prohibited by 
section 3455, Revised Statutes, as fully explained in T. D. 878. 

Respectfully, J. W. Tbrkbs, Commissioner. 

Mr. . 



(T. D. 1016.) 
Interest on judgments. 

Where the State law proyides that hiterest accrues only when bo specified In the judg- 
meiit» the same rule applies to a Judgment in the Federal court. 

Treasury Department, 
Office o^ Commissioner of Internal Revenue, 

Washington^ D. (7,, June 22, 1906. 

Sir: Yours of 14th instant is received, refeiTing to correspondence 
with this ofSce concerning the judgment in the case of United States 
V. Theurer & Adams for $6,000 and costs, rendered April 4, 1868. 

Tou state that the various parties in interest manifest a disposition 
to settle the judgment, and the question arises as to whether it bears 
interest, though by its terms it does not call for interest. 

Tou refer to section 966, Revised Statutes, and express the opinion 
that the judgment does not bear interest. You state that it is settled 
in several decisions of the supreme court of Louisiana that a judg- 
ment would not bear interest if it had been rendered in a State court, 
because it does not call for any. You cite several decisions including 
that in Hagerman v. Moran (75 Fed. Rep., 97). 

In reply to your inquiry, you are advised that the authorities seem 
to concur that a judgment recovered in a Federal court follows the 
State law. Hence if the State law provides that interest shall accrue 
upon a judgment only when so specified in the judgment, and if in 
the case referred to by you no interest was specified, then it would 
seem that interest can not be claimed or demanded by the United 
States \j^ said case. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 

Mr. W. W. Howe, United States Attorney y New OrleanipghS^ 
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(T. D. 1017.) 

Interest on judgments. 

Treasury Dbpartmbnt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, Jwie 2S, 1906. 
To United States attorneys : 

As the courts have held that judgments at common law do not 
carry interest, and also that interest upon judgments is allowable 
only according to the law of the State where recovered (under sec. 
966, Rev. Stat.), it is important that in States where interest is not 
part of the judgment unless specifically expressed therein care should 
be taken by United States attorneys to ask that the decree or judg- 
ment of the court in internal-revenue cases shall include interest 
with the principal and costs. 

BOBT. Williams, Jr., Acting Commissioner. 



(T. D. 1018.) 

Furnishing certified copies of certain records — Act of June 21^ 1906. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, June 25^ 1906. 
To collectors of internal revenue: 

The appended act of Congress, approved June 21, 1906, is pub- 
lished for the information of all concerned. 

ROBT. Williams, Jr., Acting Commissioner. 



AN ACT To amend the intemal-reyenne laws so as /to proyide for furnishing certified copies 

of certain records. 

Be it enacted by the Senate and Houee of Bepresentatives of the United States of America 
in Congrees aeeembled. That chapter three of the Revised Statutes of the United States 
be, and hereby is, amended in section thirty two hundred and forty, so as to read: 

"Sec. 8240. Each collector of internal revenue shall, under regulations of the Com- 
misflioner of Internal Revenue, place and keep conspicuously in his office, for public 
Inspection, an alphabetical list of the names of all persons who shall have paid special 
taxes within his district, and shall state thereon the time, place, ai^d business for which 
such special taxes have been paid, and upon application of any prosecuting officer of 
any State, county, or municipality he shall furnish a certified copy thereof, as of a 
public record, for which a fee of one dollar for each one hundred words or fraction 
thereof in the copy or copies so requested may be charged." 

Approved, June 21, 1906. 

Digitized by VjOOQIC 
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(T. D. 1019.) 
Apothecaries^ exemption under section S^Jfi^ Revised Statutes. 

The exemption from special tax granted druggists for use of spirits or wine by section 
8246, Revised Statutes, relates only to medicines in which the spirits or wine used 
haye been changed in nature and made clearly medicinal by the addition of drugs. 

Treasury Department, 
Office of Comiaissioner of Internal Bbvenue, 

Washington^ D. C, June 26, 1906. 
Sir: In reply to the question submitted in your letter of the 28d 

instant, at the instance of llifessrs. , druggists, you will please 

inform them that they can not sell alcohol or any alcoholic liquor that 
has not been compounded into a medicine by the addition of drugs, 
even though they sell the alcohol upon a physician's prescription and 
for medicinal use only, without liability. 

Under the long-settled ruling, the exemption from special tax 
granted to druggists for thid use of distilled spirits or wine in the 
preparation or making up of their medicines relates only to medi- 
cines in which the spirits or wine used have been changed in nature 
and made clearly medicinal by the addition of drugs. See section 
8246, Revised Statutes of the United States. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr, . 

(T. D. 1020.) 
Fees for furnishing certified copies. 

Collectors required to deposit in the Treasury fees for furnishing certified copies of 
Form 10 to prosecuting officers. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 29, 1906. 
To collectors of internal revenue: 

Section 3240, Revised Statutes, as amended by the act of June 21, 
1906, provides — 

That each collector of internal revenue sliall, under regulations of the Commissioner 
of Internal Revenue, place and keep couspicuously in his office, for public inspection, 
an alphabetical list of the names of all persons who shall have paid special taxes within 
his district, and shall state thereon the time, place and business for which such special 
taxes-have been paid, and upon application of any prosecuting officer of any State, 
county, or municipality he shall furnish a certified copy thereof, as of a public record, for 
which a fee of one dollar for each one hundred words or fraction thereof in the copy 
or copies so requested may be charged. 

Applications of prosecuting officers should be made in writinK, 
and collectors will collect the fee according to the provisions of the 
above section, issuing a receipt therefor on Form 1, and will deposit 
the same to the credit of the Treasurer of the United States, and 
report such action on Form 58. 

Robt. Williams, Jr., Acting Commissioner, 
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(T. D. 1021.) 
Manufactv/rer of stills — Notice and' permit. 

The notice and permit provided for in section 8265, Revised Statutes, relate only to a 
manufacturer of a still or distilling apparatus that is to be used for distilling the 
spirits defined by section 8248, Revised Statutes; but section 8258, Revised 
Statutes, applies to every still set up, whether for distUling these spirits or for any 
other purpose. 

Trbasurt Dbpartmbnt, 
Office of Commissioner of Internal. Revenue, 

Washington^ D. C, June SO^ 2906. 
SIR: Tour letter of the 22d instant has been received, inquiring 
whether, if a manufacturer of stills delivers to a firm a still of 25- 
gallon capacity for the purpose of redistilling benzine and gasoline 
and this purpose is disclosed in an affidavit, he is required to give 
the notice in writing to the coUeotor and to obtain the permit pro- 
vided for by section 3265, Revised Statutes; and if he fails to do so, 
whether he is liable to the penalty and forfeiture denounced in that 
section. 

The reply of this office is in the negative. Section 3265, Revised 
Statutes, relates to a still or distilling apparatus that is to be used 
for the purpose of distilling spirits contemplated by the internal- 
revenue laws and defined by section 3248, Revised Statutes. 

It is held that it does not apply therefore to the case which you 
submit; but section 8258, Revised Statutes, applies to the setting 
up of the still in question, or of any still or distilling apparatus, it 
matters not whether it is to be used for the distillation of spirits or 
for some other purpose. 

Respectfully, Robt. Williams, Jr., 

Acting Convmissioner. 
Mr. Geo. W. Lieberth, Collector Sixth Diai/rict^ Covington^ Ky. 



(T. D. 1022.) 

Porto Bico. 

Sale of intemal-reyenue stamps in Porto Rico— Act of June 28. 1906. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C7., July S, 1906. 
To collectors of internal revenue : 

The appended act of Congress, approved June 29, 1906, is pub- 
lished for the information of all concerned. 

Robt. Williams, Jr., Acting Commissioner. 



AIX AOT To proTide means for the sale of Intemal-reTenoe stamps In the Island of Porto Bloo. 

Be it enacted by the Senate and Bauee of Bepreeentatives of the United Statee of 

Ameriea in Oongreee oteemMed^ That all United States intei^-^re^^^^ taxes now 
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impoied by law on articles of Porto Rlcan manufacture coming into the United States 
for constimption or sale may hereafter be paid by ai&xing to such articles before ship- 
ment thereof a proper United States internal-revenue stamp denoting such payment, 
and for the purpose of carrying into effect the provisions of this Act the Secretary of 
the Treasury is authorized to grant to such collector of internal-revenue as may be 
recommended by the Commissioner of Internal Revenue, and approved by the Sec- 
retary, an allowance for the salary and expenses of a deputy collector of internal 
revenue, to be stationed at San Juan, Porto Rico, and the appointment of this deputy 
to be approved by the Secretary. 

The collector will place in the hands of such deputy all stamps necessary for the 
payment of the proper tax on articles produced in Porto Rico and shipped to the 
Uxdted States, and the said deputy, upon proper payment made for said stamps, shall 
issue them to manufacturers in Porto Rico. All such stamps so issued or trans- 
ferred to said deputy collector shall be charged to the collector and be accounted for 
by him as in the case of other tax-paid stamps. 

The deputy collector assigned to this duty shall perform such other work in 
connection with the inspection and stamping of such articles, and shall make such 
returns as the Commissioner of Internal Revenue may, by regulations appro> ed by 
the Secretary of the Treasury, direct, and all provisions of existing law relative to 
the appointment, duties, and compensation of deputy collectors of internal revenue, 
including office rent and other necessary expenses, shall, so far as applicable, apply 
to the deputy collector of internal revenue assigned to duty under the provisions of 
this Act. 

Sbc. 2: That before entering upon the duties of his office such deputy collector 
shall execute a bond, payable to the collector of internal revenue appointing him, in 
such amount and with such sureties as he may determine. 

Approved, June 29, 1906. 

(T. D: 1023.) 
Playing cards — Division of pack into two parts. 

Where a pack of 52 cards is divided into two parts, each containing 26 cards, it is 
not a compliance with the statute to place a 1-cent stamp on each of these parts. 
Each is to be regarded as a pack on which the 2-cent stamp is required. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C7., July 2, 1906. 
Sir: Tour letter of the 27th ultimo has been received, inquiring 
whether you can ^* divide the ordinary pack of 52 cards in two parts, 
making 26 cards in each part, and place a 1-oent stamp on each part 
of 26 cards," or whether you would ''be obliged to place a 2-cent 
stamp on each one of the parts of 26 cards." 

My reply is that on each of these parts or packs containing 2t) 
cards a 2-cent stamp must be af&zed. The statute, section 38, act 
of August 28, lb94, provides for the payment of ''a tax of two cents 
for and upon every pack of playing cards containing not more than 
fifty-four cards." It matters not, therefore, how many cards less 
than 64 the pack 'contains. The 2-cent stamp is required on every 

such pack. Digitized by ^OOgie 
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Under the long-settled rnling any number of cards in a deck above 
54 and not exceeding another 54 mnst be regarded for the purposes 
of this act as belonging to another pack, upon which an additional 
tax of 2 cents must be paid. 

Respectfully, Robt. Williams, Jr., 

Mr. . Acting Commissioner. 



(T. D. 1024.) 
Alcohol denatured for use in the arts — Limitations. 

Domestic alcohol to be denatured under the provisions of the act of Congress approved 
June 7, 1906, for use in the arts and industries, will be such only as is produced at 
regularly established distilleriies. 

Treasury Departm>5nt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, Jiily 10, 1906. 

Sir: Repljiug to your letter of the 6th instant, in which you state 
that you wish ** to get in touch with the alcohol situation," and in 
which you ask to be informed as to the practical operation of the 
denatured alcohol bill, I will state that the regulations authorized 
by the act of June 7, 1906 (the denatured alcohol law) are now being 
prepared. They will not be ready for general distribution until 
about October 1, 1906, 

You state that you ^' do not understand this bill allows anyone to 
make alcohol, but that it must be made in the usual fashion — in 
some way come into Grovemment control. Doubtless the same regula- 
tions as now in reference to its manufacture are to prevail, but the 
Government, when it is released from bond, instead of collecting the 
tax, is to denaturize it." 

You are correct in your view as to the law. There has been no 
change in the law relating to the manner in which alcohol can be 
manufactuxied. Persons who desire to manufacture distilled spirits 
for any purpose must comply with all of the provisions of the law 
relating to the setting up of distilleries and the operation of same. 

The distillery must be constructed in the manner now prescribed 
by the law and the regulations. The usual distiller's bond must be 
given; the distillery must be surveyed by a duly authorized officer; a 
distillery warehouse must be established; a storekeeper-gauger or a 
storekeeper and a ganger must be assigned to duty at the distillery; 
the product must be entered in distillery bonded warehouse, and, in 
fact, all of the provisions of the law relating to the setting up and 
the operation of registered distilleries, the manufacture of distilled 
spirits at such distilleries, and the depositing of such spirits in dis- 
tillery bonded warehouse must be complied with. , ^^^.^ 

Digitized by VjOOQIC 
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The new law simply provides that alcohol, of such proof as may be 
determined, may be withdrawn free of tax provided it is denatured 
after it is so withdrawn in such manner that it can not be used as a 
beverage or in the manufacture of liquid medicinal preparations. 

The conditions under which such alcohol may be withdrawn, 
denatured, and put upon the market are to be prescribed by regula- 
tions by the Commissioner of internal Revenue, with the approval 
of the Secretary of the Treasury, 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 

Mr. . ' 

(T. D. 1025.) 
Denatured alcohol. 

Materials from vhich alcohol for denaturing and withdrawal free from internal -revenue 
tax may be produced.— Method of production and distilleries where alcohol 
suitable for denaturing purposes may be manufactured. 

Treasury Departmekt, 
Office of Commissioner of Ijjternal Revenue, 

Washington, D. C, yuly IS, 1906. 

Gentlemen: I am iu receipt of your letter of the 12th instant, in 
which you state that there are large quantities of fruit and vegetable 
parings at the various packing houses which you think can be used 
to manufacture commercial alcohol under the denatured-alcohol law, 
and state you would like to know if it will be necessary to have a 
separate plant from your fruit brandy distillery at which to manu- 
facture alcohol under said law. 

In reply, you are advised that under the provisions of section 3255, 
Hevised Statutes of the United States, as amended, the Commissioner 
of Internal Revenue, with the approval of the Secretary of the 
Treasury, may exempt distillers of brandy made exclusively from 
apples, peaches, grapes, pears, pineapples, oranges, apricots, berries, 
prunes, figs, or cherries from any provision of the law relating to the 
operation of distilleries, except as to the tax on the spirits produced 
at such distillery. 

Under the authority conferred by this statute regulations have 
been adopted exempting distilleries using the fruits mentioned above 
from the provisions of all of sections 3262, 3263, 3267, 3269, 3271, 
3273, 3275, 3279, 3284, 3285, 3294, 3302, 3310, 3318, and parts of 
sections 3259, 3266, 3303, 3305, 3307, 3364^ 8287, 3293, 3295, 3244, 
3309, 3311, and 3318a of the Revised Statutes of the United States. 

Brandy distilleries are now operated under these regulations. 

You state that you wish to use pineapple parings, tomato parings, 
pea hulls, banana parings, sugar-corn cobs, and other refuse from 
canning establishments in the manufacture of alcohol for denaturing 
parpoaea. ^^.^.^^^ ^^ v^OOgie 
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With tbe exception of pineapple parings none of the several vari 
eties.of materials mentioned by you can now be used in the manu- 
facture of distilled spirits at a distillery set up and operated under 
the law and regulations relating to fruit brandy distilleries. 

A distillery at which tomato parings, pea hulls, banana parings, 
sugar-corn cobs, etc., eould- be used in the manufacture of distilled 
spirits, must be constructed and operated under the general law. 
Such distillery must be constructed and Operated under the law 
and regulations under which grain and molasses distilleries are now 
constructed and operated. 

It is possible that your brandy distillery could be remodeled and 
certain additions made to it, such as a cistern room, warehouses, 
etc. If this could be done there would be no objection to using it 
as a fruit brandy distillery during the fruit season, and as a distillery 
for the manufacture of alcohol for denaturing purposes during the 
rest of the year. 

Tou will understand, of course, that the law relating to the con- 
struction and operation of distilleries has not been changed. 

The denatured-alcohol law simply provides that alcohol manufac- 
tured in the usual manner at registered distilleries may be withdrawn 
from bond free of tax for denaturing, purposes, and may be put upon 
the market after it ha^ been so denatured that it can not be used as 
a beverage or in the manufacture of liquid medicinal preparations. 

In the construction of a distillery at which it is intended to pro- 
duce alcohol for denaturing purposes, regulations No. 7, issued by 
this Department, will apply. 

The regulations authorized by the denatured-alcohol law are now 
being prepared, and they will be ready for general distribution about 
October 1, 1906. These regulations will relat>e to the manner of 
withdrawing alcohol free of tax for denaturing purposes, the denatur- 
ing of same, and the putting of it upon the market. 

Respectfully, Robt. Williams, Jr., 

Messrs. . Acting Commissioner, 

(T. D. 1026.) 
Leaf tobacco. 

Dealers in leaf tobacco or manufacturers of tobacco or cigars may sell leaf tobaooo 
(unmanufactured) without payment of tax to the Department of Agriculture for 
use of the Qoyernment in making comparati\re and experimental tests, upon per- 
mits Form 100 to be issued by the collector. 

Trbasukt Dbpabtmbnt, 
Opficb of Commissioner of Internal Revenue, 

Washington, D. C, Jidy 18 y 1906. 
To collectors ofintefnuxL revemte: 

The question having been submitted to this ofSce as to the riffht 
of the Department of Agriculture to purchase, free^t^^uuppfrom 
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manufacturers of tobacco or cigars, or from qualified dealers in leaf 
tobacco, unmanufactured leaf tobacco for the use of said Depart- 
ment in making comparative tests of the different types of commer- 
cial varieties of tobacco and for experimental purposes, the office 
holds that, notwithstanding the restrictions placed by law upon the 
sale of leaf tobacco by subsection 6 of section 3244, Revised Statutes, 
and section 69, act approved August 28, 1894, the privilege given by 
section 3464, Revised Statutes, of purchasing supplies of goods 
imported from foreign countries for the use of the United States, 
duty free, which privilege is also extended to all articles of domestic 
production which are subject to tax, is deemed sufficient authority 
for permitting manufacturers of tobacco or cigars or dealers in leaf 
tobacco to sell to the Department of Agriculture, without payment 
of tax, such quantities of leaf tobacco as may be required for the 
purposes above mentioned. 

In order that the tobacco so purchased may be properly traced, 
and that manufacturers or dealers in leaf tobacco may be given 
specific authority to sell and obtain credit in their accounts for 
the tobacco sold, it has been arranged that application will first be 
made by the Secretary of Agriculture to this office specifying the 
kind and quantity of tobacco he wishes to purchase, and the name 
and address of the manufacturer or dealer from whom the purchase 
is to be made, upon receipt of which instructions will be issued to 
the collector of the district in which the dealer or manufacturer is 
located authorizing the sale. 

Upon receipt of such instructions the collector will issue a permit 
on Form 1 00 to the manufacturer or dealer in leaf tobacco covering 
the transaction, and such permit will be authority for the sale and 
such credits as may be necessary in the manufacturer's or dealer's 
accounts. 

ROBT. Williams, Jr., Acting Commissioner. 

Approved: Leslie M. Shaw, Secretary of the Treasury. 



(T. D. 1027.) 

Relative to granting relief to special-tax payers where speciaJ^-tax 
stamps have been a^cidentaUy lost or destroyed. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, July 20, 1906. 
To collectors of internal revenue: 
Section 3:239, Revised Statutes, provides that — 

Every person engaged in any business, avocation, or employment, who is thereby 
made liable to a special tax, except tobacco peddlers, shall place and keep conspicu« 
ously in his establii^imient or place of business all stamps denoting the payment of said 
special tax. ^g.^.^^^ ^^ ^OOglC 
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Form 38^, application by taxpayers for issue of special-tax stamps 
in lien of others destroyed, has been provided by this office and f or- 
nished to collectors since 1879, and has also been adapted and used 
in cases where special-tax stamps have been lost. ' 

This office has received from some districts continuously, from time 
to time, applications on Form 38^ for relief of special-tax payers, 
while many districts make no such applications at all. 

It is obvious that casualties must occur to special- tax stamps in all 
districts, and it has been ascertained that certificates of payment of 
tax are issued to taxp^ers by collectors in some districts contrary to 
the present custom of this office. The issuance of such certificates 
by collectors or their deputies, without special authority having been 
first procured in each case from this office, is hereby directed to be 
discontinued. 

Hereafter all certificates of payment of special taxes to be displayed 
in places of business in lieu of special-tax stamps lost or destroyed, 
will, after the allowance of applications on Form 38^, be prepared 
and issued from this office to collectors for signature and delivery to 
applicants, and each certificate will be countersigned by the Com- 
missioner of Internal Revenue. 

Where a special-tax stamp is alleged to have been lost in the mail 
Form 38^ must, whenever possible, be accompanied by a sworn state- 
ment from the proper employee, to the effect that the stamp was regu- 
larly and properly issued by him in due course of business. 

RoBT. Williams, Jr., Acting Commissioner. 



(T. D. 1028.) 
Accounts current — Uniformity of blanks. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, July 20, 1906. 
To collectors of infernal revenue : 

You are advised that, in order to establish, as far as practicable, 
uniformity in the various forms of blanks used by disbursing officers 
as accounts current and to confine the various appropriations from 
which moneys are advanced to one account, the inclosed Form No. 
44, revised and approved by the Comptroller of the Treasury June 9, 
1906, will go into effect from and after July 1, 1906, superseding 
Forms 44 and 44^ described and explained in regulations No. 2, 
revised, pages 53 and 57. 

In order to comply with the requirements of section 12, act of 
July 31, 1894, accounts on this form for the first and second months 
in a quarter must be mailed to the Commissioner of Internal Revenue 
within ten days after the close of each month, and that for third or 
last month within twenty days after the close of the Q^ffPfoip 
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The accounts for the first and second months will be accompanied 
by schedules, Forms 63, 56, and 469, and vouchers. Forms 63^, 378, 
107,. and 150, covering payments actually made to deputies, clerks, 
storekeepers, storekeeper-gangers, and gangers within the month 
for which the account is rendered. If this can not be done, the 
unpaid bills will be submitted as vouchers to the next account. 

It will be observed under this requirement that if tie warrant for 
July is not received until August the accou&t for July will be blank 
as to credits and debits, and the warrant and vouchers for services 
in July will be paid and taken up in the account for August. If 
such a delay should occur in a subsequent month of the same fiscal 
year the credit or debit balance from the previous account should - 
be brought forward, the differences per Auditor's settlement received 
since last account was rendered noted, and the account so forwarded, 
treating the warrant and payments therefrom in account for the fol- 
lowing month. 

The new appropriation for ^'Miscellaneous Expenses, Internal- 
Revenue Service," is provided to pay for office rent, fuel, lights, tele- 
phone, and miscellaneous expenses defined in Regulations No. 2, 
revised, pages 59 to 66; consequently all vouchers for expenditures 
thereunder must be scheduled on Form 85 and submitted, if practi- 
cable, with the account for the last month in the quarter, and the 
amount advanced monthly carried forward in the account as a bal- 
ance due the United States. If it is found necessary, however, to 
make monthly payments, the account must be accompanied by Form 
85 and vouchers. 

The account for the third or last month in the quarter will also be 
accompanied by the forms of schedules and vouch era referred to in 
the third paragraph on firat page of this circular, embracing pay- 
ments made within the third or last month. 

The revision of Form 44 has made it necessary to also revise 
Forms 42, 56, 63, 85, and 469, and in the meantime, or until the 
revised forms are printed and issued, it will be necessary to use the 
old ones, the only marked difference, however, being that Forms 56 
and 469, from July 1, will be sworn to by the collector, and for this 
purpose the form of oath to Form 63 should be pasted to the right- 
hand side of the two forms, the words "deputy collector" and 
** clerk" erased, and the words "storekeeper and- storekeeper- 
ganger" and "ganger," respectively, inserted. 

The peraonal salary of the collector for the month, as shown by 
Salary Tables, should be debited on line 5 and the amount entered 
in column 1. 

Office Record No. 56 will eventually be revised, but in the mean- 
time the present record can be changed to meet existing emer- 
gencies. 

Digitized by V^jOOQIC 
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The special attention of collectors is invited to the fact that ander 
the plan outlined herein, disbursing accounts are to be forwarded 
from this ojfice to the Auditor monthly, and it therefore becomes 
necessary that said accounts and vouchers be promptly transmitted 
to this office, and that thej' be correct in every detail so that return 
for any cause may be avoided. Section 12, act of July 31, 1894, pro- 
vides that no advances shall be made to collectors acting as disburs- 
ing agents when reports are delinquent, and failure to render accu- 
rately prepared disbursing accounts promptly is likely to cause delay 
in the issue of the monthly disbursing warrant. 

BoBT. Williams, Jr., Acting Xtommissioner, 

Approved : Lbslie M. Shaw, Secretary of the Treasury. 



(T. D. 1029.) 
Fortification of pure sweet wine. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, July 21^ 1906. 
To collectors of internal revenue: 

Section 3 of the act approved June 7, 1906, amending the law 
relating to the fortification of pure sweet wine, confers authority 
upon the CJommissionerof Internal Revenue to assign to each winery 
where wines are to be fortified such gangers, of storekeeper gangers 
in the capacity of gangers, as may be necessary for the proper super- 
vision of the making and fortifying of such wines. 

To enable this office to carry out the provisions of this part of the 
act, collectors will, at as early a time as practicable, forward a list of 
the wineries in their respective districts the manner of operations 
at which will require the assignment of officers to the wineries, in 
addition to the gangers whose duties are the supervision of fortifica- 
tion of wines and the work of gauging at the distilleries connected 
with the wineries. 

The officer designated for duty at the winery will be expected to 
carefully oversee the use of water by the wine maker, and prevent 
such use in excess of the quantity fixed by the law. He will also 
carefully observe the workings at the winery to see that no unlawful 
practices are resorted to in the manufacture of sweet wine intended 
for fortification. These officers will also be expected to render any 
necessary assistance to the gangers in charge of fortification, and to 
deputy collectors, or other examining officers who visit the wineries 
and distilleries. Their duties will be defined by the collector at the 
time of their assignment to duty. In case any irregularity is dis- 
covered by the officers assigned to the wineries, the same must be 
promptly reported to the collector or proper deputy c^IL^qTj. 
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Collectors are expected to assign gaugers and supervising officers 
of wineries with due regard for economy, and not have a larger num- 
ber under assignment than the requirements of the Service demand. 

Attention is invited to the fact that the act of June 7, 1906, author- 
izes the payment of board bills of officers. assigned to wineries under 
that act, in an amount to be fixed by the Commissioner, but not to 
exceed $2 per day for such board bills. This class of officers will 
therefore be permitted to include in their expense accounts such 
amounts as are actually paid out by them for board during the time 
th^y are under assignment and kway from their homes, but in no 
case will any charge for board in excess of $2 per day be allowed. 

It is the opinion of ^his office that board should be obtained by 
these officers at places other than with the wine makers or distillers 
whenever practicable, thereby avoiding possible criticism. 

The assignments of gaugers and supervising officers at wineries 
will be changed every thirty days. In making chances of assign- 
ments care should be exercised to a^oid unnecessary expense. 

Owing to the near approach of the wine season, collectors are 
requested to give this matter early attention. 

ROBT. Williams, Jr., Acting pommissioner. 

Approved: Leslie M. Shaw, Secretary of the Treasury. 



(T. D. 1030.) 

Tax on distiUed spirits seized for fraud and sold under forfeiture — 
Tax-paid stamps of no value in hands of others than distiller. 

In the case of the seizure of distilled spirits on account of fraud on the part of the 
distiller, not only the spirits but the tax paid thereon are forfeited to the Qovem- 
ment, even though the tax-paid stamps have not been affixed to the packages. — 
The decision of Judge Piatt in the case of United States v. The United States Fidelity 
and Guaranty Company (T. D. 975), cited and approved, which holds that when 
the property has disappeared under forfeiture and the taxes remain unpaid, the 
sureties are responsible.— A person other than a distiller who pays the tax upon 
spirits in warehouse and who holds the tax-paid stamps therefor has no action 
against the Government for the recovery of the money so paid when the spirits 
for which the stamps were procured are forfeited to the Government. He must 
look to the distiller for reimbursement, as the distiller is the only one whom the 
Goverament recognizes in the payment of tax. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington^ D. C, July 25, 1906. 
To collectors of internal revenue and others concerned : 

Herewith Is appended the decision of the United States circuit 
court of appeals, fourth circuit, which is published for the informa- 
tioil of all concerned. 

Robt. Williams, Jr., Acting Commissioner. 

6lR Digitized by ^OOgie 
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United States Cikcuit Coubt of Appeals, Foubth Cibcuit.— No. 658., 

H. S. Ha/rHm dnd J. F. Beynolds, plairUiffs in error, v. G€<yrge W. WiUiard, defendant 

in error. 

In error to the Circuit Court of the United States for the Western District of North Carolina, 

at Greensboro. 

[Decided July 10, 1906.] 

Before Gopp and Pritchard, Circuit Judges, and Waddill, District Judge. 

Pritghard, Circuit Judge: This case arose from the seizure by H. S. Harkins, col- 
lector of internal revenue, fifth district of North Carolina, on March 10, 1902, of three 
packages of spirits as forfeited to the United States for violation of the internal- 
revenue laws, at gra(in distillery No. 651, of C. 8. Pitts, Winston-Salem, N. C. Tax 
on these spirits, amounting to 1127.16, was paid March 10, 1902, but spirits were 
seized same day before attachment of stamps. Seizure was made for violations 
discovered March 4, 1,902. Defendant in error, Williard, loaned distiller Pitts the 
tax money, purchased the stamps himself, but they were issued in the name of Pitts, 
the distiller, and was to have spirits when withdrawn in payment of a debt owed 
by Pitts. Pitts died in July, 1902, intestate and no administrator was ever appointed. 
Unattached stamps remained in the hands of Williard, and in January, 1908, he 
made application to the Commissioner of Internal Revenue for their redemption, 
which application was rejected for several reasons, the principal one of which was 
that Williard was not a proper party in interest. Suit was then brought in the State 
court and removed to the circuit court of the United States, at Greensboro, and at 
April term, 1905, a judgment for 1127.16 with interest was obtained. 

Upon the foregoing facts the court below charged the jury, among other things, as 
follows: 

1. It appears in this case, from undisputed evidence, that $127.16 was paid by Mr. 
Williard to the defendants. As this was Mr. Williard's money, he is the reAl party in 
interest, and is entitled to maintain the action. 

2. In no view of the case was it right or lawful to receive money from Mr. Williard 
in payment o| the taxes due on property already forfeited. The Government had no 
right to receive this money after the forfeiture of the property. 

It is contended by the appellant that the court erred in submitting these instructions 
to the jury, and that the same were not warranted by the law governing this case. 

In order to correctly determine the merits of this controversy, it is necessary to 
decide whether the plaintiff below had the right to Institute an action against the col- 
lector of internal revenue for money which he had paid for the distiller Pitts as tax 
due the Government on certain casks of spirits. 

Prior to 1894 the law in rellation to taxes on distilled spirits was as follows : ** That the 
distiller, owner, or person having possession " of the spirits could pay the tax on the same. 
On that date, however (28 Stat, at L., 509), the law was amended so as to read — 

That the tax herein imposed shall be paid by the distiller of the spirits on or before 
their removal from the distillery or place of storage, except in case of rem^aJ there- 
from without payment of tax as provided by law. 

The statute as amended clearly limits the payment of tax and the receipt of the 
stamps therefor to the distiller and makes no provision which authorizes the recogni- 
tion of any other person for that purpose. 

The stamps that were issued to the distiller were only evidence of the fact that the 
tax hod been paid, and inasmuch as the spirits had passed into the possession of the 
Government as forfeited property, the fact that they were not attached to the casks 
can have no bearing upon the questions involved herein. 

Where taxes are paid and stamps are attached to casks of spirits in case of forfeiture, 
both stamps and tax (for which stamps are receipts) are forfeited. 

Digitized by V^jOOQIC 
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Section 8884 of the Reyised Statutes^ which relates to this subject, reads as follows: 

All distilled spirits forfeited to the United States, sold by order of court, or under 
process of distraint, shall be sold subject to tax ; and the purchaser shall immediately, 
and before he takes possession' of said spirits, pay the tax thereon. And any distilled 
spirits heretofore condemned, and now m the possession of the United States, shall be 
sold as herein provided. If any tax-paid stamps are af9xed to any cask or package 
so condemned, such stamps shall be obliterated and destroyed by the collector or mar- 
shal after forfeiture, and before such sale. 

Thus it will be seen that the law provides for the forfeiture of the stamps as well as 
the property and requires the destruction of the stamps which were originally attached 
thereto as evidence of the payment of the tax. It also requires the purchaser at the 
sale to pay the taxes and affix stamps thereto in order to authorize the removal of the 
spirits. If the taxes are paid at the time of forfeiture, then the Gk)vemment has no 
further claim against the distiller for taxes, but the proceeds of sale of property thus 
forfeited to the Gk)vemment on account of violations of the internal-revenue laws 
belongs exclusively to the Government and can not be applied to the payment of tax. 
For instance, forfeited spirits, tax paid or otherwise, in case of forfeiture and sale 
belong to the Government, and even though there should be an excess arising from 
such sale if the tax on the property forfeited has not been paid, the distiller «nd the 
sureties are liable for the tax. 

In the case of United States 17. The United States Fidelity and Guaranty Com- 
pany (not yet reported) Judge Piatt held that the proceeds of forfeited spirits could 
not be applied to the payment of taxes thereon; that if taxes are paid both spirits and 
taxes are forfeited, and the sureties on the distiller's bond were liable for all taxes 
aside from the forfeiture. The court said : 

If the distiller had paid the taxes, the liquor would have been forfeited tax and all. 
The property has disappeared under the lorfeiture but the taxes remain unpaid, and 
the sureties are responsible. 

It is not thought that the lien upon the property can be said to continue upon the 
proceeds after the property has been forfeited and sold. 

Primarily the distiller is liable for the taxes due on the spirits distilled and, in case 
of default, his sureties are also jointly liable for the same; nevertheless, in that event 
the tax must be paid in the name of the distiller, and the stamp, which is in the 
nature of a receipt, can only be issued to him. 

In pursuance of the provision of law in regard to the payment of taxes by the dis- 
tiller, the defendant in error paid the tax in question on the 10th day of March, 1902, 
but before the stamps were attached to the packages by the ganger, as required by 
law, all of the casks of spirits were seized on account of violations of the internal- rev- 
enue laws which had been discovered on the 4th day of March, 1902. The payment of 
the tax under these circumstances by the defendant in error was as much the act of the 
distiUer as if he had in person handed the money to the collector. This is true because 
the law provides that only the distiller shall have the right to pay the tax on distilled 
spirits. Therefore, when the defendant in error paid the tax he acted as the agent of 
the distiller and the fact that the receipts for the amount paid were issued in the name 
of the distiller clearly negatives the contention that the defendant in error had any 
lawful claim to th^ same. 

A careful reading of the debates in Congress at the time the amendment of August 
28, 1894, was under consideration shows that it was the purpose of Congress to limit 
the payment of taxes exclusively to the distiller in order to avoid multiplicity of 
claimants in case of controversy between the Government and the distiller as to the 
payment of taxes. After a thorough consideration of the matter, it was deemed best 
to limit the payment of taxes to the distiller alone and by doing so the right to contest 
the payment of taxes which might be deemed to be improper is reserved to the dis- 
tiller only ; while, on the other hand, the statute renders it impossible for claimants 
other than the distiller to present their claims before the Commissioner of Internal 
Revenue, thus eliminating the consideration of questions which were never intended 
to be settled by that official. Digitized by V^OOQiC 
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CongreBS has wisely provided that where a controversy shall arise as to the payment 
of taxes that only the distiller shall have the right to apply to the Commisdoner of 
Internal Revenue for a settlement of the same, and if there are claimants<other than 
the distiller the controversies as to their rights must be settled in the proper forum in 
the same manner as the title to property is usually determined between individuals. 

Distilled spirits are liable to forfeiture on account of the acts of the distiller, even 
though the tax upon the same may have been paid in full. In this instance it appears 
that the premises of the distiller, together with all the spirits and other property 
therein, were forfeited to the Government on account of the misconduct of the distiller 
and the packages claimed by the defendant in error were seized on account of such 
violations and forfeited to the Government while in the possession of the distiller Pitts. 

Therefore, even though the stamps had been attached to the casks upon which the 
tax was paid, they would have been forfeited to the Government as completely as 
though no stamps had been attached thereto and the tax had not been paid by any 
one. Under such circumstances, the distiller Pitts, or his personal representative, 
could have, upon a proper showing, asked the Government to refund any amount 
shown to have been improperly paid ; but this is a right which the distiller and his 
personal representative possess, and no one else is permitted by law to institute pro- 
ceedings on this account before the Commissioner of Internal Revenue. The daim of 
the defendant in error is to the effect that some time prior to the seizure of the distil- 
lery the distiller Pitts become indebted to him in a certain sum and agreed to sell to 
him certain packages of unstamped whisky whi'ch were then in the distillery warehouse 
in the possession of the GovemmenUi He does not undertake to say that the possession of 
the whisky was delivered to him in pursuance of an agreement made with the distiller, 
and if he were to make such a contention it would be untenable because the spirits were 
m the possession of the Government, subject to a lien that was paramount to all other 
liens, and the distiller was powerless to make any delivery of the spirits held by the Gov- 
ernment until he had paid the tax and the same had been duly stamped and marked by 
the ganger and delivered to him. To hold otherwise would be to render uncertain 
the security of the Government for its taxes ^d to defeat the very purpose 
of the internal-revenue laws, to wit, the collection of taxes due upon distilled spirits 
manufactured under the supervision and control of the GJovernment. 

The distiller undoubtedly had the right to contract for the sale of the spirits while 
in the warehouse, but he could only do so subject to the lien of the Government for 
its taxes, and for penalties incurred and fines imposed for violations of the internal- 
revenue laws; but.it is admitted that this property was forfeited to the Government 
before the stamps had been attached to the casks in question, and, therefore, the 
defendant in error did not possess the right to enforce his claim against the property 
at the time of the seizure, and this of itself is sufficient to show that the claim which 
he now seeks to enforce is unfounded. 

Tax-paid spirit stamps, as they are technically called, are nothing more than receipts 
authorized to be issued by the Government to indicate the payment of taxes on dis- 
tilled spirits, and under the law as amended can only be issued to the distiller and 
are therefore without value, except for the purpose for which they are issued, and 
that purpose is clearly indicated upon their face. Under these circumstances they 
can not coDstitute the basis for an action against the Government in the hands of one 
to whom they were not issued and who does not sustain the relation of a distiller to 
the Government. 

Therefore these receipts, being issued to distiller Pitts, do not constitute such a 
claim against the Government in the hands qf the defendant in error as entitles him to 
bring his action against the collector of internal revenue for the purpose of collecting 
the sum involved therein. 

The contention that the Government has no right to receive money in payment of 
taxes due on property forfeited can not be sustained. From the very P&^P^f^Xt^ ^on- 
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tiact entered into between the distiller and the Qdvemment the taxes remain duQ until 
paid, and it was therefore the duty of the collector of internal revenue to receive the 
same at any time, either before or after the property has been forfeited, because the 
liability assumed by the distiller and his sureties continues to exist until the taxes are 
paid and could only be extinguished by the payment of such taxes as were shown to 
be due by the distiller to the Government, and the payment of tBe same must neces- 
sarily be treated as an effort on the part of the distiller to oomply with the require- 
ments of the obligations which he assumed at the time he was gmnted authority to 
operate his distillery. 

There is no view of this case in which the Government would be liable to the 
defendant in error. There is not a scintilla of proof to show that the Government 
entered into a contract with the defendant in error in regard 'to the payment of the 
tax, upon which this action is instituted ; nor is there any evidence to show that the 
GK)vemment ratified or in any way acquiesced in the idleged sale of the packages in 
question to the defendant in error. Such being the case, the only remedy left to the 
defendant in error is to sue the representative of Pitts for the sum which he paid the 
collector of internal revenue on account of taxes due as aforesaid. 

We are of opinion that the court erred in its instructions to the jury. Therefore, 
the judgment pf the circuit court is reversed and the case remanded to the end that 
further proceedings may be had in conformity with the views herein expressed. 

Reversed. 



(T. D. 1031.) 

Sale of United States intemai-revenvs stamps in the island of Porto 

Rico. 

[Circular No. 78— Int. Rev. No. 679. J 

Treasury Department, 
Oppicb op Commissioner op Internal Revenue, 

Washington^ D. C, July 26, 1906. 
By an act of Congress, approved June 29, 1906, it is provided — 

That all the United States internal-revenue taxes now imposed by law on articles of 
Porto Rican manufacture coming into the United States for consumption or sale may 
hereafter be paid by affixing to such article before shipment thereof a proper United 
States internal-revenue stamp denoting such payment, and for the purpose of carrying 
into elfect the provisions of this Act' the Secretary of the Treasury is authorized to 
grant to such collector of internal revenue as may be recommended by the Commis- 
sioner of Internal Revenue, and approved by the Secretary, an allowance for the salary 
and expenses of a deputy collector of internal revenue, to be stationed at San Juan, 
Porto Rico, and the appointn^nt of this deputy to be approved by the Secrotary* 

The collector will place in the hands of such deputy all stamps necessary for the 
payment of the proper tax on articles produced in Porto Rico and shipped to the 
United States, and the said deputy, upon proper payment made for said stamps, shall 
issue them to manufacturers in Porto Rico. All such stamps so issued or transferred 
to said deputy collector shall be charged to the collector and be accounted for by him 
as in the case of other tax-paid stamps. 

The deputy collector assigned to this duty shall perform such other work in con- 
nection with the inspection and stamping of such articles, and shall make such returns 
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as the Commissioner of Intenial Revenue may, by regulations approved by the Secre- 
tary of the Treasury, direct, and all provisions of existing law relative to the appoint- 
ment, duties, and compensation of deputy collectors of internal revenue, including 
office rent and other necessary expenses, shall, so far as applicable, apply to the deputy 
collector of internal revenue assigned to duty under the provisions of this Act. 

Sec. 2. That before entering upon the duties of his office such deputy collector shall 
execute a bond, payable to the collector of internal revenue appointing him, in such 
amount and with such sureties as he may determine. 

ASSIGNMENT 6F DEPUTY COLLECTOR, ETC. 

Art. 1. Under the authority conferred by the foregoing act, a 
deputy collector of internal revenue will hereafter be assigned to 
duty at San Juan, P. R., who will, subject to the following regula- 
tions, issue the necessary internal-revenue stamps for all articles to 
be shipped therefrom to the United States and subject to internal- 
revenue tax. 

Art. 2. The stamps furnished for this purpose will have imprinted 
thereon the words " Porto Rico," and the collector of internal revenue 
and the deputy collector appointed by him will be held responsible 
for the safe-keeping and proper accounting for all such stamps, and 
for the proper accounting for all moneys received therefor, or in pay- 
ment of tax on such articles, other than by stamp. 

For distilled spirits, where the quantity contained in each case is 
less than represented by stamp of the lowest denomination furnished, 
appropriate labels, showing the payment of the tax due, will be 
furnished the deputy, and will be af&xed to such cases as hereinafter 
provided. The tax so collected on all such articles will be reported 
by the collector on Form 58 of his assessment list. 

APPLICATION FOR STAMPS, ETC. 

Art. 3. In order to effect the purpose of the act named, the owner 
or consignor of taxable articles to be so shipped to the United States 
will be regarded as the manufacturers thereof, provided the identity 
of such articles, as of Porto Rican manufacture, is satisfactorily 
established. The deputy collector will fully satisfyhimself on this 
point before issuing tax-paid stamps, and, if necessary, he will 
require sworn statements to be furnished as to the origin of the 
articles. 

To obtain the required stamps, such owner or consignor will, at 
least forty-eight hours prior to shipment, file with the deputy col- 
lector an application in the following form : 

Application for United States intemalreventte stamps, 

San Juan, P. R, , 190—. 



To , 

Deputy collector internal revenue. 
Sir: Application is hereby made for the necessary intemal-revenue stamps to be 
affixed to the following-described articles of Porto Rican manufacture, now stored 
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at , and intended for ahipment to the port of - 

the way of (here name vessel) on or about the day of 



, in the United States, by 
-, 190—. 



. Name 
of article. 


Nmnber 

of packages 

or cases. 


Oallons, Name of man- 
pounds, or nfactnrer and place 
numbers. of manufacture. 


Name and 
address of consiflrnee. 










\ 


(a) Invoice valne, per M $ . 












■" '■> 



a To be stated In shipment of cigarettes. 

Art. 4. Upon the receipt of such application, or as soon there- 
after as his other duties will permit, the deputy will visit the desig- 
nated place of storage and there carefully inspect the articles named 
and ascertain the acttlal taxable quantity; and« after the packages 
have been properly marked and branded, as hereinafter required, 
and upon payment of the tax due, he will issue and affix, or cause 
to be affixed, to each such package a proper stamp, or label, denot- 
ing such payment. 

nrflFOBBonoN of distillbd spibits. 

Art. 5. Where distilled spirits (such as rum, or bay rum) are con- 
tained in casks or other gaugeable packages, the deptity collector 
will ascertain, by use of the gauging rod, the actual capacity of each 
such cask or package, and the quantity of spirits contained therein. 
He will also carefully proof the spirits, and mark or brand upon the 
bung stave and stamp head of each such cask or package the result 
of his gauge. Such casks or packages will be numbered serially, 
commencing with No. 1 for the first package, and will be marked, 
branded, and stamped in a manner similar to that required by exisp- 
ing regulations in case of spirits removed from warehouse upon pay- 
ment of tax. The marks and brands on the stamp head may be 
abridged as follows : 

No. 1. 
P. R. RUM. 
W. G. 46- P. G. 47.70. 
Insp. Aug. 1-06. 

T. P. 8. 'So. 

D. C. 

Art. 6. If the spirits intended fox shipment are contained in 
bottles, jugs, or other inclosures which do not admit of an accurate 
gauge, the deputy will ascertain the taxable quantity by measuring 
and proofing the contents of one or more such bottles or inclosures; 
and he will likewise mark or brand on each case containing such 
spirits the result of his inspection. Where such cases contain less 
than 10 gallons each, he will affix to each such case a label showing 
the taxable 'quantity, as provided in article 2. , ^^^.^ 
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TOBACCO, SNUtT*, AJTD ClOABS. 

Art. 7^ Where tobacco, snuff, or cigars are offered for inspection 
the deputy will carefully exaifiine the same and ascertain the taxable 
quantity of each such article. He will exercise speMal care in the 
inspection of small cigars and cigarettes, in order that the proper 
tax thereon may be collected, according to the weight, wholesale 
value, or number of such articles; and, after the taxable quantity 
has been determined and the full amount of tax thereon paid, he will 
issue the proper tax-paid stamps therefor, to be affixed and canceled, 
under his direction, by the owner or shipper of the articles. Such 
tobacco, snuff, or cigars should be packed in statutory packages, 
such as are required for like articles of domestic manufacture (regs. 
No. 8, pp. 21, 42, 43, 54, 55), and should, in addition to the tax-paid 
stamps, have affixed thereto a label, printed on plain white paper, 
and in the English language, in the form following: 

Ptfrto Rico, 

Notice.— The owner or consigDee of the article or articles contained herein, and 
which are of Porto Rican manufacture, has duly tax-paid the contents and caused to 
be affixed to this package the intemal-reyenue stamp, as required by the laws of the 
United States. Every person is cautioned that the stamp hereon must be destroyed 
when the package is emptied. 

No stamp will be required for leaf tobacco which has undergone 
no process of manufacture, or for refuse, scraps, cuttings, and dip- 
pings not reduced to a condition suitable for consumption. But all 
tobacco which has undergone any process of mauufacture, such as 
renders it suitable for consumption, is taxable, and should be 
properly packed, stamped, and labeled before shipment. 

* OTHBB ABTICLES. 

Art. 8. Articles other than those herein specially provided for 
subject to intemal^revenue tax, if offered for shipment, should be 
packed, labeled, and stamped as required for like articles for 
domestic manufacture. 

FORFBITURB OF UN8TAMPBD ARTICLBS. 

Art. 9. In view of the provision now made by law for the payment 
of the United States internal-revenue tax, prior to shipment of 
articles of Porto Rican manufacture to the United States, all such 
articles hereafter so shipped* and not having thereon the required 
tax-paid stamps or other evidence of payment of tax, will, upon 
their arrival in the United States, be subject to forfeiture as in the 
case of other unstamped articles subject to tax. (Sees. 3289, 3373, 
3398, Rev. Stat.) . ^^^.^ 
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BETUBHS TO BB BBKDBBED BT DKFX7TT OOLUBOTOB. 

Art. 10. On the first day of each month, or within ten days there- 
after, the deputy collector issuing stamps, as herein provided, will 
render to the collector and to the Commissioner of Internal Revenue, 
a return in the following form : 

Office of Deputy Collector, 
San Juan, P. B,, , lOO—. 

Sir: I have to report that during the month of , 190—, the following- 
described articles of Porto Rican manufacture, intended for shipment to the United 
States, were duly inspected by me ; that proper tax-paid stamps or labels were issued 
for and affixed to said articles, under the provisions of an act of Congress, approved 
June 29, 1906, and that said articles were also marked and branded as required by the 
regulations of the Treasury Department issued pursuant to said act: 



Date of In- 
spection. 



Kind of ar- 
ticle. 



Distilled 
spirits. 



OaUons. 



Tobacco. 



Pounds. 



Cigars and 
cigarettes. 



Rate. 



Amonnt 
of tax. 



Dollars. 



Name of 
consignee. 



Port of des- 
tination. 



Deputy CoUeetor, 

Abt. 11. The deputy collector will also render to the collector the 
reports on Forms 102, as prescribed in regulations No. 2, of all 
stamps received, sold, returned, and remaining on hand; and the 
collector will Include in his rei>orts to the Commissioner of Internal 
Revenue all such stamps. 

ROBT. Williams, Jr., Acting Commissioner. 

Approved: Leslie M. Shaw, Secreba/ry of the Treaswry. 



(T. D. 1032.) 

Instructions relative to forwarding public moneys by express. 

Treasury Department, 
Office OF Commissioner of Internal Revenue, 

Washington^ D. C, August 2y 1906. 
To collectors of internal revenue : 

The attention of collectors of internal revenue is invited to the 
fact that some of the bills filed at this oflce for the transportation 
of public moneys received in payment of internal-revenue taxes show 
that in some collection districts the regulations concerning the ship- 
ment of money by express are disregarded. 

The regulations contemplate that the shipment of such funds shall 
be made as often as the collections reach $500 and in packages of 
$500, or multiples thereof as nearly as possible. In no case, except 
at the end of each month, should a package contain an amount much 
short of $500, or multiples thereof. (See Regs. No. 2, pp. 10, 60, 
and 61.) 

^ Digitized by V^OOgie 
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As the contract of the Government with the transportation com- 
pany allows the latter to charge as much for $25 as for $500 and as 
much for $525 as for $1,000, etc., the expenses of the Government 
for this service have been unnecessarily augmented by shipments in 
an irregular manner — for example, in packages of $25, or $525, or 
$1,025, etc. 

Attention is also invited to the fact that in mixed packages of 
coin and currency the rate charged by the transportation company is 
the contract rate for the money which forms the largest proportionate 
value, and that the coin rate is largely in excess of the currency rate. 

Collectors will acknowledge receipt for this circular and see that 
the regulations are complied with in this respect. 

ROBT. Williams, Jr., Acting Commissioner. 



(T. D. 1033.) 
Instructions as to certain, entries on Form No. 22, 

Tebasurt Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, Augusts, 1906. 
To collectors of internal revenue : 

The entry in Form 22 of collections from grape brandy used in the 
fortification of sweet wine, at 3 cents per gallon, as provided for in 
the act of June 7, 1906, should be placed under the heading '^Dis- 
tilled spirits, etc.," and on the vacant space under No. 12. The 
number should be 13. ' 

Fees collected for making copies of records of special-tax payers 
under the provisions of section 3240, Revised Statutes, as amended 
by the act of June 21, 1906, should be entered opposite Abstract No. 
47, and a note made under the head of '^ Remarks," detailing the 
sources from which such amounts were realized. 

ROBT. Williams, Jr., Acting Commissioner. 



(T. D. 1034.) 
Blank forms relative to the exportation of articles under internal' 

revenue laivs. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, Z). C, August 6, 1906. 
To collectors of internal revenite and collectors of customs: 

Blanks of the following-named forms, prescribed in regulations 
No. 29 of June 1, 1906, relating to the exportation of articles under 
internal-revenfie laws, will be furnished to collectors on requisition : 

mTERNAL-KEVKNUE FORMS. 

Cat. No. 206. Application and entry for withdrawal of distilled spirits. Form A 
(parts 1, 2, 8, and 4), pages 20-25. Digitized by V^OOglC 
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Gat. No. 547. Export bond, Form B, for distilled spirits, page 22. 

Cat. No. 648. Transportation bond. Form BB, for distilled spirits^ page 28. 

Cat. No. 268. Export bond, Form A, for fermented liquor, page 27. 

Cat. No. 264. Declaration of brewer, Form C, page 82. 

Cat. No. 265. Declaration of bottler, Form GC, page 88. 

Cat. No. 549. Export bond, Form A (for articles other than distilled spirits and 
fermented liquor), page 88. 

Cat. No. 550. Application for withdrawal, Form B (parts 1, 2, a^d 8), articles othei 
than distilled spirits and fermented liquor, pages 42-48. 

CUSTOIC-HOUBB FOBMB. 

Cat No. 774 (new). Export entry. Form D (parts 1, 2, and 8), pages 46-49, and 
attached certificated of transshipment. Forms O and H, page 55. 
Cat. No. 799 (revised). Order for Inspection and gauge (distilled spirits), page 47. 
Gat. No. 801 (revised). Customs ganger's certificate, page 50. 
Cat. No. 781 (revised). Export bond. Form E (distilled spirits), page 51. 
Cat. No. 779 (new). Certificate of exportation. Form F, page 58. 

Requisition for Forms 774, 781, 779, 799, and 801, above named, 
should be addressed to the Secretary of the Treasury. 

BOBT. Williams, Jr., Acting Commissioner. 



(T. D. 1036.) 
Fermented liquors. 

It is violation of section 8449> Revised Statutes, to ship fermented liquors under the 
names of " cream of hops'* and ''hop tonic." 

Tbbasurt Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, August 18, 1906. 
Sir: Your letter of the 11th instant, inclosing labels, bills, and 
freight bills of a shipment of " hop tonic" made by the Com- 
pany, of Chicago, 111., to parties in your district, has been received 
and considered. 

The names '' cream of hops" and ^'hop tonic" are not the names 
known to the trade as indicating, the kind and quality of the contents 
of the package. 

Having billed these shipments in other thbn the names so known to 

the trade, the Company has made itself liable under the law, 

and the case should be reported to the United States district attorney 
for your district for prosecution. * * * 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner, 
Mr. H. O. Weaver, Collector Internal Revenue, Burli^gtpjji^^f^a. 



,92 

(T. D. 1086.) 
Alphabetical list of specialrtax poA/ers. 

Collectors to furnish copies of portion of record to prosecuting oflScers.->How figures 
are counted in estimating cost. 

Tbbasxjry Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, August 20, 1906. 
Sir: Your letter of the 16th instant, in regard to furnishing par- 
tial list of special-tax payers to prosecuting officers, has been received. 
In my judgment, the act of June 21, 19G6, providing that collect- 
ors may furnish prosecuting officers of a State, county, or munici- 
pality copies of record 10, empowers a collector to furnish a copy of 
any portion of that record requested. 

« * « « « « * 

You also make the following inquiry, viz: 

Where figures appear in this list how shall they be counted ? Shall each figure be 
counted one word, or shall the entire figures composing the number— for example, 
serial number of any paper — be counted as one word ? 

In taxing the cost of this transcript of record each figure is one 
word. The rule of telegraph companies in computing the cost of a 
telegram should be followed in this matter. 

Respectfully, Jambs C. Wheeler, 

Acting Commissioner. 
Mr. Ernest Coldwell, 

Collector Fifth District, Nashville, Tenn. 



(T. D. 1037.) 

Fortification of pv/re sweet wines under the amendatory oxit of Con- 
gress approved June 7, 1906. Regulations No. 28 — Supplement 

No.l. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, August 2j^, 1906. 

An act to amend existing laws relating to the fortification of pure 
sweet wines, approved June 7, 1906, amends section 43 of the act of 
October 1, 1890, as amended by section 68 of the act of August 28, 
1894, so that said section 43 now reads as follows, the amended words 
being printed in italics: 

Sec. 48. That the wine spirits mentioned in section forty-two of this Act is the 
product resulting from the distillation of fermented grape juice, to lohifih water may 
have been added prior to, during, r after fermentation, for the eole purpoee of facilitating 
the fermentation and economical distillation thereof, and diall be held to include the 
product from grapes or their residues, commonly known as grape brandy ; and the pure 
sweet wine, which .may be fortified free of tax, as provided in said section, is fermented 



'93 

grape juice only, and shall contaiD no other substance whatever introduced before, at 
the time of» or after fermentation, easeept at herein expresdy provided; and such sweet 
wine shall contain not less than four per centum of saccharine matter, which saccharine 
strength may be determined by testing with Balling's saccharometer or must scale, 
such sweet wine, after the evaporation of the spirits contained thereiu, and restoring 
the sample tested to original volume by addition of water: Provided, That the addition 
of pure boiled or condensed grape must or pure crystallized cane or beet sugar or pure 
arihydrov9 sugar to the pure grape Juice aforesaid, or the fermented product of such 
grape juice prior to the fortification pirovided by this Act for the sole purpose of 
perfecting sweet wines according to commercial standard, or the addition of water in 
such quantities only as may be necessary in the mechanical operation of grape conveyors, 
crushers, and pipes leading to fermerUing tanks, shall not be excluded by the definition 
of pure sweet wine aforesaid : Provided, however. That the cane or beet sugar, or pure 
anhydrous sugar, or water, so used shall not in either case be in excess of ten per centum 
of the weight of the wine to be fortified under thiir Act: And provided further, ThcU 
the addition of water herein authorized shM be under such regulations and limitations 
as the Commissioner of Internal Betenue, with the approval of the Secretary of the 
Treasury, may from time to time prescribe; but in no case shaU such wines to which 
wetter has been added be eligible for fortification under tlie provisions of this Act where 
the same, after fermentation and before fortification, lutve an aieoholic strength of less 
than five per centum of their volume. 

As the only material change in the above-amended section/ not 
already covered by regulations No. 28, is the use of waiter for the 
sole purpose of assisting in the '^ mechanical operation of grape 
conveyors, crushers, and pipes leading to the fermenting tanks," the 
following instructions are issued for the guidance of of&cers in charge 
of crushers and the fortification of wine. Water is to be used only 
when absolutely necessary to the proper operation of the mechanical 
devices used in crushing and conveying the grapes to the fermenting 
tanks, such water to be used only when and in such quantities as is, 
in the judgment of the officer in charge, necessary. No water may 
be used except under the direct supervision of an officer of internal 
revenue, and in no case more than 10 per cent of the weight of the 
wine. The quantity of water used will be determined by the ganger 
by actual measurement, or such other means as will satisfy him that 
the quantity used does not exoeed the limit stated. In case it is 
discovered that the 10 per cent limit has been exceeded, such material 
will not be eligible for fortification, and the officer supervising the 
making of the wines will so mark the tank containing the same that 
the contents will not through error at any time be offered for fortifi- 
cation. The officer in charge of the crushers will, when water is 
used, make out in triplicate the fii^t part of Form No. 546 stating 
the date of crushing, number of the fermenting tank containing the 
wine, contents of tank, and amount of water used. One of the 
copies he will affix to the tank and the other two he will furnish the 
officer in charge of fortification who will, after making his tests, fill 
out the remainder of the form and attach the same to the original 
and duplicate Form 275. ^.^^^^^^ ,^ ^c^OOgie 
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When it is the desire of tlhe wine maker to add sugar to the wines 
to be fortified, he will so inform the officer in charge of the fortify- 
ing room. The officer will then make his test for sugar present in 
wines offered for fortification and enter the same in columns 12 and 14 
of Form 275 in black ink; and after the desired amount of sugar has 
been added he will make his test for sugar and alcohol. The added 
sugar will be entered in column 14 in red ink immediately below the 
entry already made and designate the kind of sugar added by using 
the initial ''A" for anhydrous, '' B " for beet, ** C ^ for cane, and ** M " 
for must. 

The "saccharine" that may be added under the law is "pure 
boiled or condensed grape must or pure crystallized cane or beet sugar 
or pure anhydrous sugar," and the addition of such sugar is to be 
prior to fortification and "for the sole purpose of perfecting such 
sweet wines according to commercial standard." Anhydrous pri- 
marily means without moisture, and pure anhydrous sugar may be 
held to include pure dextrose, and is held to exclude such substances 
as liquid glucose. 

It is held that the addition of sugar to wine for the purpose of 
raising the saccharine strength for fortification can only be done after 
the wine has been deposited in the fortifying room and has been 
tested by the ganger to determine the sugar contained therein, such 
addition of sugar to be made under the personal supervision of the 
ganger assigned to such fortifying room. 

If the wine maker so desires, he may prepare a sirup of the sugar 
in which at least two parts by weight of sugar are dissolved in one 
part by weight of water or fresh must. The sirup must be prepared 
of pure (Sugars, as defined above, and must be made in the fortifying 
room tinder the supervision of the officer in charge thereof. This 
saturated solution may be prepared in advance of its use and held 
in the fortifying room. 

Section 42 of the original act permits the use of brandy for the 
preservation of the sugar contained in the wines to be fortified, and 
as this section has not been amended by either of the subsequent 
amendatory acts it must be held that wines to be eligible for fortifi- 
cation must be sweet wines; and if the wines offered contain no 
sugar it must be evident that such wines are not eligible for fortifi- 
cation, and if any such are offered the officer must reject them. No 
substance may be added to the wines except in the presence of the 
officer in charge and then only in such quantities and under such 
limitations as the statutes and the regulations pursuant thereto per- 
mit. Water may be added only under the provisions as already set 
forth. Brandy and sugar or pure boiled or condensed grape must 
may be added only in the fortifying room and under the direct 
supervision of the officer in charge thereof. ^ ^^^^ ^ V^OOglC 
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Section 2 of the amendatory act approved June 7, 1906, amends 
section 49 of the act approved October 1, 1890, and the amended 
section now reads as follows: 

Sbc. 49. That wine spirits used in fortifying wines may be recovered from such 
wine only on the premises of a duly authorized grape-brandy distiller; and for the 
purpose of such recovery wine so fortified may be received as material on the premisei9 
of such a distiller,. on a special permit of the collector of internal revenue in whose 
district the distillery is located ; and the distiller will be held to pay the tax on a prod- 
uct from such wines as wUl include both the alcoholic strength therein produced by 
the fermentation of the grape juice and that obtained from the added distilled 
spirits, iubject^ however, to t?ie provisions of section thirty-three hundred and nine of the 
Beoised Statutes of the United States, as amended by section six of the Act entitled ** An- 
Act to amend the laws relating to internal revenue" approved March first, eighteen hun- 
dred and seventy-nine; and such spirits so recovered may he used by such distiller to 
fortify wines as authorized by section forty -two of the ctforesaid Act, approved October 
first, eighteen hundred and ninety. 

The material change in this section is that the distiller receiving 
fortified wine on his distillery premises for the purpose of recovering 
the brandy in such wines will be held to produce not less than 80 
per cent of the alcoholic strength produced by the fermentation of 
the grape juice and that obtained from the added distilled spirits. 

Before receiving such material on his distillery premises the distiller 
will make application to the collector of internal revenue for the 
district in which the distillery is located for permission to receive 
such material. When the permission has been granted and the 
material received, the collector will be so notified and an officer 
detailed to make a survey of the tanks containing the material and 
mark the same in such manner that any visiting officer will experi- 
ence no difficulty in identifying the tanks containing the same. The 
distiller may then add as much water as he may desire to aid in 
its further fermentation. (See sec. 43 as amended.) When the 
distiller is ready to begin the distillation he will so notify the officer 
detailed at his distillery of his intention. The officer will then make 
A gauge of the material to be distilled and a test for the alcoholic 
strength thereof, and the result of such gauge and test will be entered 
on his record No. 628, in duplicate, both copies of which he will 
forward to the collector to be filed with the distiller's special report 
on Form 16. The distiller, before beginning to distil, will register 
*' for use '' on Form 26 stating the nature of the material to be used, 
the still he intends using for the recovery of such brandy, and con- 
tinue the distillation until such time as the material has been all 
distilled when the still will be registered "not for use." The dis- 
tiller will make report on Form 15 accounting for the material used 
as "fortified wine of * * * alcoholic strength," and report the 
amount of brandy produced therefrom and give such other informa- 
tion as is required by regulation No. 7, page 206, second and third 
paragraphs. This special report should be forwarded to the col- 
lector within ten days after the still used was registere^^gt for 
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use," and any deficiency shown by such report will be reported on 
the collector's current monthly list for assessment. All such spirits 
so recovered will be treated in the same manner as spirits produced 
from other materials, and the regulations pertaining to the gauging, 
tax payment, or removal to a special bonded warehouse, or for the 
fortification of sweet wine will be followed. 

No sugar other than condensed grape must shall be brought into a 
fruit brandy distillery. 

All sugars or condensed must brought into any winery making 
sweet wines shall be placed in the fortifying room thereof and used 
only in the presence of the officer in charge of such room. 

Where sugar other than pure boiled or condensed grape must is 
used in making wines other than fortified sweet wines in a winery 
making sweet wines, such sugar other than pure boiled or condensed 
grape must shall be added to such wines only in the presence of a 
Government officer, and the tank or tanks containing wine intiO 
which sugar has been introduced shall be marked by the officer so 
as to show that the contents is unfortified wine to which sugar has 
been added and is ineligible as distilling material. 

Section 49 of the sweet wine law authorizes the redistillation of 
fortified wine, and the amendment to the law permits the product of 
such redistillation to be used in the fortification of wine. Unforti- 
fied wine to which sugar has been added is not a proper material for 
distillation by a fruit distiller and will not be permitted to be used 
as such. The distillation of sugar into spirits can be lawfully car- 
ried on only at a molasses distillery. 

Officers assigned to wineries and fruit distilleries will be expected 
to exercise due diligence to prevent the use of unfortified wine to 
which sugar has been added, as distilling material, and, should such 
a case be discovered, the officer ou duty will immediately report the 
fact to the collector of the district. The collector will thereupon 
proceed to make a careful investigation of the case, and take such 
action by seizure or otherwise as the facts elicited seem to warrant. 

Sections 3, 4, 5, and 6 of the amendatory act approved June 7, 1906, 
are new legislation and are as follows: 

Sec. 3. That the Commissioner of Internal Revenue is hereby authorized to assign 
at each winery where wines are to be fortified such number of gangers or storekeeper- 
gaugers, in the capacity of gaugers, for special duties as may be necessary for the 
proper supervision of the making and fortifying of such wines, and the compensation 
of such officers shall not exceed five dollars per diem while so assigned, together with 
their actual and necessary traveling expenses, and also a reasonable allowance for their 
board bills, to be fixed by the Commissioner of Internal Revenue, but not to exceed 
two dollars per day for said board bills ; and to cover the expenses to the Government 
attending the making and fortification of such sweet wines there shall be levied and 
assessed against each maker of such wines, and collected monthly a charge of three 
cents on each taxable gallon of brandy used by him in the fortification of such wines 
during the preceding month. That bonds hereafter given under the provisions of the 

Digitized by V^jOOQIC 
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aforesaid Act of October first, eighteen hundred and ninety as amended, shall be con- 
ditioned for the payment of the tax on all brandy removed thereunder and not 
used and accounted for within the time and in the manner required by law and regu- 
lations, and for the payment bf all charges herein imposed on the brandy so withdrawn 
and used ; and the said bonds shall contain such other conditions as the (Commissioner 
of Internal Revenue, with tiie approval of the Secretary of the Treasury, ihay by regu- 
lation prescribe. 

Sec. 4. That where brandy to be used in the fortification of wine is distilled on 
premises adjacent to the winery premises, the Commissioner of Internal Revenue may, 
in his discretion, authorize the erection on either of said premises of fermenting vats 
for material to be used either in the manufacture of such wines or the brandy to be 
used in the fortification thereof ; and all such materials used or received on either of 
said premises shall be under the supervision of the officer assigned to such winery, and 
shall be accounted for at such times and in such manner as the Commissioner may 
direct. 

Sec. 5. That the provisions of section thirty -two hundred and twenty -one and thirty- 
two hundred and twenty -three of the Revised Statutes of the United States, as amended 
by an Act approved March first, eighteen hundred and seventy-nine, are hereby 
extended to grape brandy withdrawn for use in ^e fortification of sweet wines, and 
which prior to such u&e, is accidentally destroyed by fire or other casualty while stored 
in the fortifying room on the winery premises. 

Sbc. 6. That any person who by any process recovers from wines fortified under the 
provisions of the aforesaid Act approved October first, eighteen hundred and ninety 
or amendments thereto, any brandy or wine spirits used in the manufacture or fortifi- 
cation of said wine, otherwise than is provided for in said act and its amendments, or 
who shall rectify, mix, or compound with other distilled spirits such fortified wines or 
grape brandy or wine spirits unlawfully recoveredHherefrom shall, on conviction, be 
punli^ed for each such offense by a fine of not less than two hundred dollars, nor more 
than' one thousand dollars. But the provisions of this section, and the provisions of 
section thirty-two hundred and forty-four of the Revised Statutes of the United States, 
as amended, relating to rectification, shall not be held to apply to the blending of pure 
sweet wines fortified under the provisions of the said Act of October first, eighteen 
hundred and ninety, or amendments thereto, where such wines are blended for the 
sole purpose of perfecting the same according to commercial standard. 

Section 3 provide» for the assessmeBt of a charge of 3 cents on 
each taxable gallon of brandy used by the wine maker in the fortifi- 
cation of sweet wiues. This amount will be reported on the list for 
the month following that in which the brandy was used, for assess- 
ment^ and will be collected as other assessments. are collected. 

Wliere brandy to be used in the fortification of wine is distilled 
on premises adjacent to the winery premises, fermenting tanks may 
be erected in or adjoining such winery premises, and any ferment- 
ing tank so erected or now in use on such winery premises may be 
used either in the manufacture of such wines or for the fermenting 
of material for the manufacture of brandy to be used in the fortifi- 
cation thereof, and all such materials so used or received on either 
the winery or distillery premises shall be under the supervision of 
the officer assigned thereto. 

Each distiller of fruit brandy operating a distillery in connection 
with a winery making sweet wines, must set aside in or near his 
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difltdlleiy two or more tanks for holding distilling material, or if there 
are not a sufficient number of such tanks available in or near his 
distillery, he may set aside in the winery itself, such additional tanks 
as may be required, such tanks to be plainly and indelibly marked 
** Receiving Tank No. — for Dis[tilling Material." Into these tanks 
must be drawn all material which is to go to the distillery for dis- 
tillation. Before any of the contents of any one of these receiving 
tanks are drawn off such receiving tank must be disconnected from 
the fermenting tanks and the contents properly gauged to ascertain 
the quantity contained therein both as to volume and alcoholic 
strength by a United States ganger. Such receiving tank may then 
be connected with the chargers of the still and must be emptied 
before other material can be put therein. Proper entries of such 
material so gauged' must be made on that date on the distiller's 
record. Form 25i^, and duly reported on his monthly report. Form j.5. 
The ganger assigned to such distillery shall keep a complete record 
of the filling and emptying of all receiving tanks for distilling 
material, showing the proper dates and the contents thereof by an 
actual gauge made before the contents are drawn off for distillation 
as provided in the preceding paragraph. 

Abtiglbs ih Regulations No. 28 that have bbsn bbyisbd. 

Abt. 8. The pemd sum of the bond will he sufficiently large to cover double the 
amount of internal-revenue tax on the amount of brandy chargeable to the bond in 
any one month — that is, brandy brought forward from the previous month, with- 
drawn during /the month, and i)randy used in the fortification of wine which may 
have been detained in the fortifying room by the ganger or under the order of the 
collector or revenue agent, or one acting under their authority. In no case shall any 
bond be accepted for less than $500. The collector will give credit on the bond for 
all brandy used by the principal when the wine fortified with such brandy has been 
lawfully removed from the fortifying room. 

Art. 8. (1) Only such wines as are the product of fresh grapes grown on the 
winery premises, or purchased from neighboring grape growers, such grapes to be 
crushed and the juice expressed and fermented on the winery premises, may be for- 
tified. 

l2) Wines are not eligible for fortification that have not been fermented, that con- 
tain more than 15 per cent of alcoholic strength, that have been fermented oat to 
such an extent that there is no saccharine left to preserve by fortification^ or that 
when water has been used in the crushing do not contain 5 per cent of alcohol when 
offered for fortification. 

(3) All substances except water, the use of which is permitted by section, 2 of the 
act of June 7, 1^, must be introduced into the wine in the fortifying room and in 
the presence of the officer in charge, and after he has made his first test forsugar, and 
in no case may any substances, except pure boiled or condensed grape must, be used 
in excess of 10 per cent of the weight of the wines. 

Art. 10. At evory winery where pure sweet wines are produced and oifered for 
fortification with brandy withdrawn free of tax, a room to be known as the fortifying 
room, must be set apart. This room must be securely built and partitioned so as to be 
entirely separate from every other part of the winery, with all the dobrs, windows, or 
other openings leading to or from the same so arranged and built ;^[^^^^|ecurely 
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locked, bolted, or baned from the iiudde, except the entnace door which will be locked 
with a seal lock, the key of which will, at all times when brandy or wine is aboat to 
>be fortified or is held for any reason, be in the custody of an officer of internal revenue. 
This room must be sufficiently large to admit of the storage of all brandy that may be 
on hand at any one time. As soon as brandy is gauged for transfer to this room it 
must be immediately removed and deposited therein. An office of not less than 10 
feet square, provided with suitable desk, heat, and light, and every facility, including 
water for making tests of wine, shall be provided by the wine maker for the ganger 
in the>fortifying room. Stopcocks on all pipes leading to or from the fortifying room 
must be so arranged as to be wholly within the fortifying room, of easy access, and 
under the control of the officer in charge. Scales m;ust also be provided and placed in the 
fortifying room by the wine maker for gauging the brandy about to be used ; also 
dies, stencils, etc, for use in marking and branding the packages of brandy withdrawn 
from the distillery. 

Abt. 17. This article is so amended that when brandy is gauged and immediately 
removed to the fortifying room, the ganger may stencil the marks and brands required 
on the package instead of cutting or burning tiiem. The provisions of Circular No. 
678 relative to the use of cylindrical metal barrels or drums as containers of high-proof 
spirits is extended tO'indude brandy withdrawn from distilleries for fortification pur- 
poses, such packages to be branded in accordance with the above instructions. 

Art. 19. As the ganger in charge of fortification is required to gauge the brandy in 
the fortifying room when used and to make repqrt of such gauge on Form 59i, copies 
of which must be filed with Form 275, he may, by securely pinning the Form 59i to 
the Form 276, omit entries in columns 2 to 6, inclusive, on Form 275. 

XhsTENTlON OB 8BIZURB OF BRANDT WITHDRAWN FOR THE FORTIFICATION OF SWSBT 
WINE, AND ASSESSMENT OF TAX IN CASE OF DISOREPANCT BETWEEN THE HARKS 
AND BRANDS ON FACKAOE8 AND THE ACTUAL TAXABLE CONTENTS. 

Whenever, upon examination of any package by the ganger in charge of the fortity- 
ing room, a deficiency of 1 proof gallon or more is found, such package shall be 
detained for investigation and a careful gauge made by at least two competent 
gangers, and if the deficiency found by both of them shall amount to 1 proof gallon or 
more in any package, the taxable deficiency will be estimated by the collector and 
reported for assessment on Form 28 against the wine maker. 

In making such Veport the serial numbers of the packages in which the deficiency is 
found shall be given, and the names of the gangers making such gauge must be signed 
to the report. 

Whenever such deficiency is found by the gauger in charge of fortification, he win 
cause such package or packages to be set aside and notify the wine maker of such 
deficiency. The wine maker may then request that another gauger be detailed to \ erif y 
tile gauge made by the gauger in charge of fortification. If the gauge agreed to by 
the two gaugers as the actual gauge still shows the deficiency to be one or more 
taxable gallons, the package or packages will be held in the fortifying room until such 
time as the gauger in charge of the fortification has been notified by the collector that 
the tax on the deficiency has been paid, but in no case will any package be held in the 
fortifying room to exceed sixty days, or after the wine season has closed. If there is 
no ground for detention other than this deficienQy and the collector is satisfied that the 
deficiency occurred without fraudulent intent, he may release the goods without cost 
to the Government upon payment of the tax on the deficiency found. 

If th^ deficiency found be so large as to awaken suspicion of fraud, the spirits 
should be seized and report made to this office for instructions as to proceeding for 
their forfeiture. 
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No assessment is to be reported unless the deficiency amounts to 1 full proof gallon 
to a lockage. In case the deficiency exceeds 1 full proof gallon, any fraction arising 
of one or more tenths of a gallon will be retained, and the hundredth of a gallon leas 
than one-tenth excluded. 

Should the wine maker, upon being notified df the deficiency found, desire to accept 
the ganger's inspection of the brandy, he may do so by filing with the Form 59i, show- 
ing such deficiency, his certificate that such gauge is acceptable to him and that he will 
pay the tax on the deficiency upon demand. Such certificate will be attached to the 
Form 69^, on which the gauge of the package is reported. 

When a distiller, operating a distillery in connection with a winery, reports that he 
has on hand any distilling material which has become unfit for distillation, and asks 
for the destruction of the same, the officer assigned to the distillery and winery will 
inspect 'such material for the purpose of determining whether it is actually unfit for 
distillation. 

When it is found that the material is useless for distillation, it will be destroyed 
under the supervision of, a deputy collector, or, if that officer is not available when 
such destruction must be accomplished, the ganger assigned to the distillery and 
winery will supervise the destruction of such material and report his action promptly 
to the collector of the district on Form 192 and note the fact on the distiller's record, 
Form 25i. 

Art. 20. When fortified wines have been released from the fortifying room such 
wine must not be returned to the fortifying room for further fortification. 

Aht. 22. *'Form 257" on the last line of the first paragraph of this article should 
read ''Form 275." 

Art. 25. The first lines of the brand as required by this article may be omitted, as 
this information is already on the package. The last line of this brand should read, 
'* To Winery No. , district of ." 

Art. 49. Particular attention is called to the last paragraph of this article; and if 
any brandy known to have been withdrawn for fortification purposes is not accounted 
for by the 10th of the succeeding month when the collector's monthly list (Form 23) 
is forwarded to this office, the collector will report such brandy on said list for assess- 
ment. Brandy will be regarded as properly accounted for when reported — as on 
hand or used--on Form 261 for the month during which the brandy was received on 
the winery premises. 

Art. 58. The first paragraph of this article is amended by adding, f' The marks, 
brands, or stamps shall not be destroyed until the package has been entirely emptied 
of the wine, lees, and wash." 

APPENDIX. 

The manner of taking samples of wine before and after fortifica- 
tion, as set forth on pages 28 and 39 of regulations No. 28, will be 
continued, but the manner of distribution of such samples will not 
be "the same as heretofore. 

The chemical laboratory at San Francisco having been abolished, 
such chemical analyses as are required will be made by the revenue 
agent and his assistants located at San Francisco, and all samples 
for chemical examination from New Mexico and the first and fourth 
districts of California will be forwarded to the revenue agent in the 
same manner as they were formerly sent to the collector of the first 
California district. 

Samples will be taken from each tank of wine fortified, as before, 
and when the wine in any such tank contains ^^^^^,^coholic 
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strength after fortification of more than 24 per cent, such tank and 
contents shall be detained in the fortifying room, and samples 
thereof at once forwarded to the revenue agent at San Francisco 
where they will be immediately analyzed. Should the analysis show 
that the tank of wine from which the samples were taken has been 
overfortifted, the same shall be seized for forfeiture as provided in 
section 42 of the act of October 1, 1890. 

If the test made by the ganger shows in any case that the alco- 
holic strength of such fortified wine is between 23 per cent and 24 
per cent, samples thereof will at once be forwarded to the revenue 
agent for immediate chemical analysis, a report of which shall be 
furnished the collector with the least possible delay, in order that 
the suspected tank may not be detained in the fortifying room longer 
than is absolutely necessary. 

In case the 14 per cent limit is exceeded or is so closely approached 
th'^t the officer in t^harge of the fortification questions the correctness 
of his tests, he will at once forward to the collector, or the deputy 
collector in charge of the division, a copy of the report of the fortifi- 
cation, on Form 275, and such other information as will enable him 
to^make such calculations as will be necessary for him to determine 
whether an excess of brandy has been used. 

If the result of the examination shows that the wine has been over- 
fortified, proceedings will be instituted by the collector for recovery 
of the penalty provided by section 44 of the act of October 1, 1890. 

The samples of wine not required to be sent to the revenue agent 
for chemical analysis shall be retained in the fortifying room under 
the control of the ganger for a period of fifteen days after which the 
same may be delivered to the wine maker to be returned to the tanks 
from which they were taken, or for such other disposition as may be 
properly made thereof. 

During the time when these extra samples are thus retained at the 
winery, it will be expected of the deputy collector and other exam- 
ining officers that they will select from the number so held certain 
samples and proceed to verify the tests of the ganger making the 
fortification. When any noticeable discrepancy is discovered between 
the test of the visiting officer and that made by the ganger, one of 
the remaining samples shall be at once forwarded to the revenue 
Agent, together with a full report in the case for further examination. 
Any error of the ganger developed by the examination of the extra 
aamples will be reported to the collector and to this office. 

John W. Ybrkes, 

Commissioner. 

Approved: 

Lbsijb M. Shaw, Secretary of the Treasury. 
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(T. D. 1038.) 
Special tax — Prosecution for nonpayment. 

. Where special-tax payers are in business from year to year, deputy collectors are 
required to furnish each of them in the month of June with blank Form 11, for 
making the sworn return for the ensuing year before the end of the month of July. 
If the person then fails to make return and pay the special tax within that month, 
in the following month CAugust) the case should be reported for assessment and 
prosecution. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Wo^hington^ D. C, September 6^ 1906. 

Sir:' In reply to your letter of the 28th ultimo, inquiring whether 
it meets with the approval of this oflSce for you to file informations 
and prosecute cases against special- tax payers who fail to make sworn 
returns, Form 11, in the month in which they begin business, and 
stating that you refer to a certain class of persons ''who have made it 
a practice for two or three years past of failing to file Form 11 until 
they are called upon by the deputy collector," you are hereby advised 
that deputy collectors should be instructed to keep a list of all per- 
sons engaged in business in their divisions, from year to year, who 
are required to take but special-tax stamps, and to furnish every 
such person in the month of June with a blank Form li, with notifi- 
cation that their sworn returns thereon must be in the hands of the 
deputy for the ensuing year, beginning July 1, before the end of 
that month. In every case where this is done, and the person nev- 
ertheless allows the entire month of July to go by without making 
such return and paying the special tax, in the following month 
(August) the collector should report the case to this office for assess- 
ment of special tax and penalty and to the United States district 
attorney for prosecution. 

Respectfully, John W. Ybrkes, Commissioner. 

Mr. F. W. HowBERT, Collector Internal RevenuSy Denver, Colo. 



(T. D. 1039.) 
Returns of manufacturers of tobacco and cigars — Power of attorney. 

A manufacturer may employ » under power of attorney, a person to prepare his returns^ 
inventories, etc., but the returns and inventories must be verified by the oath of 
the manufacturer. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 6, 1906. 
Sir: Your letter of the 28th ultimo, concerning the preparation 
and verification of returns, inventories, etc., of manufacturers of 
tobacco and cigars, is received. ^.^^^^^^ ^^ K^OO^VZ 
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your district, have given power of attorney to to prepare their 

papers, returns, inventories, etc., and to verify the same by his oath, 
where the law requires the paper to be sworn to, and to transact 
other internal-revenue business with your office. The question 
having been raised as to whether such manufacturers could delegate 
authority by power of attorney to verify papers which the law 
requires shall be verified by the oath of the manufacturer, your 
attention is respectfully invited to the following requirements of law : 

1. That manufacturers of tobacco and cigars shall keep a book and 
make certain entries therein, in the manner prescribed by the Com- 
missioner of Internal Revenue. 

2. That manufacturers of tobacco and cigars shall make certain 
inventories and render certain returns in accordance with the regu- 
lations prescribed by the Commissioner of Internal Revenue. 

3. That certain papers relating to the business of cigar and tobacco 
manufacturers shall be rendered and verified by the oath of the manu- 
facturer. 

Concerning the execution of such papers, this office holds that the 
manufacturer can not by power of attorney delegate to another per- 
son authority to perform a duty required by the statutes and the 
covenants of his bond, the failure to perform or the fraudulent per- 
formance of which imposes fines, penalties, and imprisonment upon 
the manufacturer — 

1. Because a person can not be deprived of his liberty by an 
unlawful or fraudulent act committed by another, unless it can be 
shown that the unlawful or fraudulent act was due to a conspiracy 
between the two. 

2. Because the making of an oath is a personal matter and in the 
very higher degree a matter of conscience, and where, as in such 
cases, the law commands that the oath must be made by the manu- 
facturer, the performance of the act can not be delegated to another. 

3. Because the sureties on the bond of a manufacturer may raise 
the question as to the liability under the covenants of the bond if, 
by the consent of this office, another person, by power of attorney, 
is permitted to assume the duties of a manufacturer in the matter 
of making returns, inventories, etc., and verifying the same. 

This office adheres to the position taken and rules stated in office 
letter of June 18, 1906. The returns and inventories of cigar and 
tobacco manufacturers must be verified by the oath of the manufac- 
turer as the law dictates, and you will please see that the law and 
regulations in this respect are complied with. 

This office has not objected, and does not now object, to the 
employment by a manufacturer under power of attorney of a person 
to prepare his books, returns, inventories, and other pape^,(-^^the 
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returns and inventories must be verified by the oath of the manu- 
factuier, as already stated, and persons acting under power of attor- 
ney for such manufacturer must not be permitted to make your 
office a place of convenience for the conduct of their business, nor 
must they have access to the records of your office in such manner 
as to enable them to ascertain the output, process of manufacture, 
quantity and kind of material used, or anything .contained in the 
papers filed by manufacturers for whom they are not authorized to 
act. 

Respectfully, John W. Yerkes, Commissioner. 
, Collector of Internal Revenvs, 



(T. D. 1040.) 
Distillers^ warehousing bonds. 

Outstanding liability of surety companies signing warehousing bonds of any one 
distiller should not exceed the«mount of assets qualified in by such companies. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September lly 1906. 
Sir: In reply to your letter of the 8th instant, in reference to 
warehousing bonds signed by surety companies, you are informed 
that, in the opinion of this oflfice, the amount of liability assumed 
by a surety company on the bonds of any one distiller should not 
exceed the company's assets. In other words, that the liability of 
such a company, like that of an individual sole surety, on the bonds 
of any one distiller should not exceed the amount which the surety 
M ould be able to respond to in case the bonds should be forfeited. 

This rule would not preclude the acceptance of the same company 
on bonds of several distillers which aggregate an amount in excess 
of the company's assets. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. P. 6. Rennick, Collector Fifth District, Peoria, lU. 



(T. D. 1041.) 
Circulation — Ten per cent tax. 

The tax of 10 per cent under section 20, act of February 8, 1876, is not required to be 
paid on notes of foreign banks and corporations, whether bought in foreign coun- 
tries or in the United States, which are sold to tourists or others leaving the United 
States for foreign countries, and have not been used in this country for circulation 
in lieu of the money or currency of the United States. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 2^, 1906. 

Sir: Your letter of the 14th instant has been received, stating that 

persons, firms, associations, corporations. State banks, and national 

banks in New York City are buying from tourists returning to this 

country and from foreigners coming into thig i^cgj^^^^^If^c^W^ from 
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foreign banking houses, notes of foreign banks and oorpoia^tions, 
which notes they sell to tourists and foreigners leaving this country, 
and to other persons, steamship companies, and brokers in this 
country to be sold to tourists and others leaving the United States 
for foreign countries; and submitting the question whether or not 
by reason of such transactions these different persons, firms, asso- 
ciations, banks, etc., become liable for the tax of 10 per cent on 
the amount of these notes paid out by them, under the provisions 
of section 20 of the act of February 8, 1875 (sec. 3413 6, Comp. of 
Int. Rev. Laws of 1900, p. 335). 

The tax of 10 per cent can not be lawfully exacted from persons, 
firms, or banks buying and paying out these notes in the manner 
described in the three questions submitted by you unless these notes 
have been used for circulation in the United States. They are not 
to be regarded as having been so used unless they have past from 
hand to hand in lieu of the money or currency of the United States. 
It does not appear that they have been thus circulated, nor is it 
probable that they have been or can be so used. The language of 
the statute is explicit in imposing tax only upon notes that have* 
been ''used for circulation." 

The Canadian bank notes to which you refer were used for circu- 
lation in the United States on account of the proximity to the Cana- 
dian border of the towns and cities in which they were used. The 
fact of their having been so used being clearly established, the banks 
in this country receiving these Canadian bank notes after such cir- 
culation and paying them out again in the United States were, under 
the rulings to which you refer, held liable for the tax thereon. 
These rulings have no application to notes of the Bank of England, 
which you particularly mention, or to^the notes of any other foreign 
country, which tbo bought and sold here can not be used for circu- 
lation in the United States — ^that is, do not pass from hand to hand 
in payment of debt or in purchase of goods in lieu of the money of 
the United States. 

Resj^ectfully, John W. Terkes, Commissioner. 

Mr. John W. Sinsbl, Internal Revenue Agentj New York. 



(T. D. 1042.) 
J^ecial tax — Sale of whisky by a corporation acting as a fiduciary. 

Where a corporatloii has received whisky in trust for the public benefit, it is entitled, 
as a fiduciary, to sell. the whisky ** in one parcel only, or at public auction in par- 
cels not less than twenty wine gallons," without paying special tax therefor as a 
liquor dealer. 

Treasury Department. 
Office of Commissioner of Internal Revenue, 

Washington J D. C, September £6, 1906. 
Sir: Tour letter of the 20th Instant has been received, inclosing a 
letter from Henry H. Scott, executive officer of ^tljL||^^i^(^^ncisco 



106 

Belief and Red Cross Funds (a corporation), stating that their cor- 
poration has a large supply of whisky on hand which ''is not of 
value for relief purposes " and that it is their desire ** to convert the 
same as soon as possible into cash ;" therefore asking for. a permit 
to do so without payment of special tax as wholesale liquor dealers. 

If, as the fact is understood to be, this whisky was received by the 
relief corporation in trust for tbe public benefit, you may inform the 
corporation that having thus received the whisky they are to be 
i'egarded as in the position of fiduciary within the meaning and 
iiitent of section 4, act of March 1, 1879, and, therefore, under the 
exempting provision of that secttion, may sell these spirits '' in one 
parcel only, or at public auction, in parcels not less than twenty wine 
gallons," without payment of spe^cial tax therefor (Comp. of Int. Rev. 
laws, 1900, p. 126). 

Respectfully, John W. Ybbkes, Commissioner, 

Mr. J. C. Lynch, 

Collector Internal Bavenvs^ San Francisco^ Col. 



(T.. D. 1043.) 

Special tax — Tailors fwrnishvrtg alcoholic liquors^ as premiiims, 

with clothes. 

Tailors who send out bottles of distilled spirits or other alcoholic liquors, as premiums^ 
with suits of clothes, ar« to be regasrded as disposing of the liquors under condi- 
tions constituting sale of them, and itherefore are to be required to pay special tax. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wa^hingtony D. C-, September 25^ 1906. 
Gentlemen: Your letter of the 17th iustaut has been received,, 
stating that you are *' figuring at the present time with^a tailorings 
concern, ♦ ♦ ♦ who, in the past, have been giving away with 
the first order for their clothes various articles as a premium, and 
who now desire to give away this year, instead of these old-time 
premiums, 6 bottles of assorted liquors," and <* desire to pack these 
6 bottles and a suit of clothes or an overcoat in one box, and to ship 
this box by express." 

To the second inquiry which you make in this case my reply is 
that the tailors thus sending out bottles of distilled spirits or wine, 
or other liquor, coming under the internal-revenue laws, would be 
regarded as disposing of the liquors under conditions constituting 
sale of them, and would, therefore, be required to pay special tax as 
liquor dealers. ♦ ♦ * 

Respectfully, John W. Yerkes, Commissioner. 

Messrs. . ^^ ^^^^ ^^ v^OOgie 
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(T. D. 1044.) 
Special tax — Collins lemon ginger. 

Dealers in the alcoholic compound called "lemon ginger," manufactured by Collina 
Brothers Medicine Company^ of St. Louis, now ''The Ballard Snow Liniment 
Company," are required to pay special tax as liquor dealers. 

Trbasurt Dbpartmrnt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 27, 1906. 
Sir: Herewith is inclosed a copy of the report made by the 
chemist here of his analysis of a sample of *' lemon ginger" sent in by 
you and referred to by you in your letter of the 11th instant as man- 
ufactured by Collins Brothers Medicine Company, of St. Louis, Mo., 
ifow known as '< The Ballard Snow Liniment Company," James F. 
Ballard, proprietor. 

From this report it appears that this compound contains 57.8 per 
cent of alcohol by volume, and that while it contains some stillingia 
root and yellow dock and ginger, yet ^*it is Concluded that this 
material does not contain sufficient medicinal qualities to be con- 
sidered as a medicine, but should be classed more nearly with those 
beverages of the type of cordials or liqueurs." 

You will therefore report all persons in your district engaged in 
the sale of this ''lemon ginger" for assessment of special tax and 
penalty as liquor dealers. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. Webster Flanagan, 

Collector Third District, Austin, Tex. 



(T. D. 1045.) 
Distilled spirits. 

Bonds given for the transportation of distilled spirits withdrawn free of tax foi use 
of the United States may be credited with losses occurring during transportation, 
where such losses are due to natural causes and are so certified by the officer to 
whom the spirits were consigned. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 28, 1906. 
Mr. Herman F. Cellarius, 

Collector First District, Cincinnati, Ohio. 
Sir: In reply to your letter of the 22d instant, relative to a dis- 
crepancy of 24.86 gallons in the receipt for a shipment of spirits 
withdrawn under a permit dated July 11, 1906, for the use of the 
Navy Department, you are informed that the inspector x»fordnancr 
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having certified that the loss in transit was evidently due to natural 
causes, credit should be given on the transportation and delivery 
bond for the full. amount withdrawn. 

Answering your question as to who is liable for the tax on the 
loss which occurs in transit from the distillery to the point where the 
United States receipts for alcohol withdrawn under section 3464, 
you are informed that tax will not be collected where the inspector 
certifies that the shortage was due to natural causes. In the event 
of a short delivery of packages, or if the circumstances indicated 
that the spirits had been tampered with, or stolen in transit, the 
party giving the transportation bond would be liable for the tax on 
the shortage. 

Respectfully, John W. Yerkbs, Commissioner. 

Approved : 

C. H. Keep, Acting Secretary, 



(T. D. 1046.) 
Returns of taxpayers. 

Certain returns of taxpayers required by law must be verified by the taxpayer himself 
and not by an agent or attorney in fact.— The scope of T. D. 1089 defined. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. (7., September 29 ^ 1906. 

Sir : In your letter of September 17 you say that you desire to know 
whether you would be allowed under' T. D. 1039 to accept reports 
from brewers, distillers, wholesale liquor dealers, and wholesale deal- 
ers in oleomargarine signed by an attorney in fact. 

In reply you are advised as follows: 

Section 3337, Revised Statutes, provides that every person who 
owns or occupies any brewery or premises used or intended to be 
used for the purpose of brewing or making such fermented liquors, 
or who has such premises under his control or superintendence as 
agent for the owner or occupant, shall enter or cause to be entered 
daily in the book kept for that purpose certain things. That section 
also provides that either of the persons named in the first clause 
thereof shall render, on or before the tenth day of each month, a 
true statement, in duplicate, taken from the books kept, which state- 
ment he shall verify or cause to be verified. Hence, under this 
statute, it is not necessary that the brewer sign or verify the monthly 
statement filed with the collector. It is sufficient if his agent or 
superintendent signs the report and either verifies it himself or causes 
it to be verified. The ruling contained in T. D. 1039 was not 
intended, therefore, to apply to reports required of brewers under 
section 3337, Revised Statutes. 
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Section 8307, Revised Statutes, referring to the monthly reports of 
distillers, provides that the distiller or the principal manager of the 
distillery shall subscribe the oath to his return; and hence, T. D. 
1039 ^as not intended to apply to the monthly returns of distilleries, 
as required in this section. 

Section 3293, requiring distillers to make sworn entry for deposit 
in distillery warehouse, provides that this entry shall be 'Verified 
by the oath of the distiller of the same attached to the entry." 
Entries for deposit in distillery warehouse, therefore, must be sworn 
to by the distiller himself; and a return sworn to by his manager or 
by any i>erson acting under power of attorney will not be accepted. 

Section 3318, Revised Statutes, requiring rectifiers and wholesale 
liquor dealers to keep certain books and make certain returns, pro- 
vides that a transcript of the entries made in such books shall be 
filed with the collector each month, and that this transcript shall be 
verified by oath. Under the wording of this section, which is — 

That every person required to keep the books • * * shall, on or before the tenth 
day of each month, noake a full and complete transcript of* all entries made in such 
book during the month preceding, and, after verifying the same bj oath, shall for- 
ward the same to the collector of the district in which he resides, 

The rectifier or wholesale liquor dealer is required to keep the book. 
It follows, therefore, that the wholesale liquor dealer or rectifier is 
the person required to verify the return by his oath. 

Section 5 of the act of August 2, 1886, provides that every manu- 
facturer of oleomargarine shall keep such books and render such 
returns, and conduct his business under such surveillance of officers 
and agents as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may by regulation require. 

Section 6 of the act of May 9, 1902, provides that wholesale dealers 
in oleomargarine shall keep such books and render such returns in 
relation thereto as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may by regulation require. 

You will observe that the law relating to manufacturers and 
wholesale dealers in oleomargarine does not require returns except 
such as are demanded by the Commissioner of Internal Revenue, 
and does not require any return to be made under oath. The whole 
matter of returns and the keeping of books by manufacturers and 
wholesale dealers in oleomargarine is by the law left to the discretion 
of the Commissioner of Internal Revenue. Under the authority given 
in the two sections quoted, the Commissioner, with the approval of 
the Secretary of the Treasury, has, by regulation, required that 
manufacturers and wholesale dealers in oleomargarine shall keep 
certitin books and make certain returns, and, in accordance with 
the discretion vested in him, has allowed these returns to be verified 
by the oath of a manager or superintendent, duly authorized by an 
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instrument ih writing, to be filed with the collector of the district, 
or by some person qualified to so act by duly executed pbwer of 
attorney. 

The Commissioner of Internal Revenue having thus provided by 
regulations for the making of returns to be verified by one acting 
under power of attorney, you are authorized to accept such returns. 
The authority therefor is found in T. D. 281. 

All regulations heretofore issued in conflict with the position herein 
taken are hereby rescinded. 

Respectfully, John W. Tbbkes, Commissioner. 

Mr. David H. Moore, 

Collector Internal Revemie^ Athens^ Ohio. 



(T. D. 1047.) 

Returns of manufacturers of tobacco and cigars. 

The enforcemeift of T. D. 1089 may be delayed in certain cases. 

Treasury Department, 
Officb of Commissioner of Internal Revenue, 

Washington^ D. C, September 29 ^ 1906. 

Sir: Your letter of September 21, concerning T. D. 1039, with 

which you inclosed a copy of power of attorney from one has 

been considered. 

Under the wording of the law relating to the returns mad)e by 
manufacturers of tobacco and cigars, there seems to be no authority 
for making any exception in the application of the law as set out in 
the decision referred to. 

Sections 3358 and 3390 provide that the yearly and monthly reports 
of each manufacturer shall be ** verified by his own oath." 

I deem it important that this law be enforced as it stands and as 
construed in T. D. 1039. If there are those who for any reason are 
not able to comply with the requirements of law relating to the busi- 
ness in which they are engaged or in which they desire to be engaged, 
it is no fault of this offtce. It is not desired that hardship should be 
worked upon any citizen, but the fact that the enforcement of the 
law may tend to cause inconvenience to persons operating under the 
law is no good reason why that law should not be enforced. You are 
advised, however, that in the particular case presented, where the 
manufacturer of cigars was called away from this country for a period , 
the returns may be accepted as at present until such time as the manu- 
facturer can make arrangements to comply with the terms of the 
section under which he operates. 

In the case of the manufacturer who is a cripple, the returns can 
be taken to him for signature and for the purpose of securing his 
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affidavit thereto. He may not know anything about the businew; 
and yet he is the manufacturer from whom the Oovemment requires 
a report under oath. And, under the law, if a false return is made, 
the consequences must fall upon him and not upon the Government. 

In the case in which the manufacturer was taken to a hospital for 
treatmenfy if his disease is such as to render him incapable of attend- 
ing to business the local laws have provided means by which his 
business can legally be attended to. If he is not* so suffering, returns 
CAU be taken to him at the hospital for his signature and verifi- 
cation. 

In any case where, in your opinion, great hardship might result 
from an immediate enforcement of this decision, you are hereby 
given authority to receive returns as at present until such time as 
the manufacturers may be able, by trade arrangements or otherwise, 
to place themselves in position to comply with the requirements of 
. the law; but this period of time should not be unduly extended. 
Respectfully, John W. Ybbkbs, Commissioner. 

Mr. Henbt Fink, 

Collector Internal -Revenue^ Milwaukee^ Wis. 



(T. D. 1048.) 
Denatured alcohol. 



Plegiilations No. 80 prescribe the manner in which alcohol manufactured at a regu- 
larly registered distillery may be withdrawn from bond and denatured. — Informa- 
tion relative to alcohol produced from grain, fruit, and molasses. 

Trbasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C., October 9, 1906. 

Sir: I am in receipt of your letter of the 4th instant, in which you 
state that you are desirous of ascertaining the particulars in regard 
to the establishment of one or more plants on your interurban lines 
of railway running out of Des Moines, said plants to be used in the 
manufacture of denatured alcohol. Tou state that you wish to obtain 
aU the information possible. ♦ ♦ ♦ 

In reply, you are advised that I have forwarded you, under another 
€over, regulations Nos. 7 and 30. Regulations No. 7 prescribe the 
manner of manufacturing alcohol at distilleries operated under Oov- 
•ernmental supervision. They apply to distilleries at which either 
alcohol intended for tax payment or denaturation is manufactured. 

Regulations No. 30 prescribe the manner in which alcohol manu- 
factured at a regularly registered distillery may be withdrawn from 
bond and denatured. These are all the regulations issued by this 
Department relating to the manufacture of alcohol. 
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You will understand that alcohol has always been dealt with hy 
this Bureau as an object of taxation, and that the denatured alcohol 
law will be dealt with by this Department from an administrative 
standpoint only. 

It is possible that you might secure some information as to the 
sources and uses of alcohol from the Honorable Secretary of Agri- 
culture. However, I will state that the sources of alcohol heretofore 
have been grain, fruit, and molasses. According to reports and 
returns on file in this office, it requires 4^ bushels of fruit, four- 
elevenths of a bnshel of grafn, or a little more than 2 gallons of 
molasses, to produce a gallon of commercial alcohol 188 proof. 

The grain used at distilleries at which alcohol is manufactured 
consists of, approximately, 85 per cent corn and 15 per cent malt and 
rye. The fruit used in the manufacture of alcohol is usually unfit 
for commercial purposes. The molasses used is what is known as 
*^ black strap," being the very cheapest variety of molasses, such as 
is used for stock feed on sugar plantations. 

I am informed that in Germany potatoes are largely used in the 
manufacture of alcohol. A bushel of potatoes will produce about 
four-fifths of a gallon of alcohol, and my opinion is that the cheap 
varieties, such as are used in the manufacture of starch and such 
products, are of as much value in the production of alcohol as are 
the better varieties. 

Respectfully, John W. Ykbkbs, Commissioner. 

Mr. A. P. Chambeblin, Des Moines^ Iowa. 



(T. D. 1049.) 
Denatured alcohol. 



Denatured alcohol can not be used in the manufacture of a beverage or anything that 

can be used as a beverage. 

TBEASUBY DEPA.BTMBNT, 

Office of Commissioneb of Intebnal Beybnxtb, 

^Washington, D. C, October 9, 1906. 

Gentlemen: Your letter of the 5th instaut, in which you ask if I 
can give you any information as to whether or not an arrangement 
has been made for using denatured alcohol by perfumers, has been 
received. 

In reply, you are informed that the act of June 7, 1906, known as 
the '* denatured alcohol law," provides that alcohol withdrawn from 
bond free of tax must' be denatured in such a matiner as to destroy 
its character as a beverage and render it unfit' for liquid medieiai^ 
purposes. It is evidently the intent and purpose of tiiis law tiiat 
tax-free alcohol can not be used in the manufacture of a bevwafpe 
or anything that can be used as a beverage. It is therefore lield 
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by this office that alcohol withdrawn from bond under the act in 
question can not be used in the manufacture of such articles as per- 
fumery. 

Respectfully, John W. Ybrkes, Commissioner. 

Messrs. , PhUaddphia^ Pa. 



(T. D. 1050.) 

Certified copies from list of special-tax payers — Scope of act of 

June 21, 1906. 

The act of June 21, 1906, providing for the giving out of certified copies by collectors 
to prosecuting officers does not affect the operation of the regulations which pro- 
hibit collectors from giving out information from their records in any other man- 
ner, or from testifying orally in regard thereto. This act simply emphasizes the 
regulations referred to, and they remain in force with the exception specifically 
provided for by this act. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 12, 1906. 

Sir: In your letter of the 4th instant, referring to the act of June 
21, 1906, amending section 3240, Revised Statutes, and providing for 
the furnishing of certified copies from the record containing the 
alphabetical list of special-tax payers in each collector's office to 
prosecuting attorneys of any State, county, or municipality upon 
application to the collector, you say that this act of Congress, it is 
contended by the local authorities, '^ takes the collector out of the 
regulations promulgated by the Commissioner not to furnish copies 
or testify orally respecting official information; that since Congress 
by an act has given the local courts the benefit of these records thru 
certified copies, there is no policy to be preserved by which collectors 
should be restrained or prevented from testifying orally in respect 
thereto.*' 

It is the opinion of this office that the act of June 21, 1906, simply 
emphasizes the Commissioner's regulations referred to, and that 
Congress intended not that collectors should be authorized to testify 
regarding official matters within their knowledge, but to give the 
prosecuting officers of the local courts the opportunity to present to 
the courts so much of the information in the x>ossession of the Govern- 
ment as is contained in the record of which a certified copy may be 
made. 

The regulations remain in force, there being no reason why a col- 
lector should be required to testify orally in court since Congress 
by the act of June 21 has specified precisely the information that 

8lR 
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shall be given out from the records of the collector's office. The cer- 
tified copy provided for is in lieu of the testimony of the collector. 
Had Congress desired that other information be given out by col- 
lectors, that intent would have been exprest in the act mentioned. 

From an administrative point of view, it would be an unwise policy 
to allow a collector of internal revenue to be summoned at the will 
of any prosecuting officer in a State court, and thus prevented, in 
some instances possibly for days at a time, from attending to the 
duties of his office. It was this consideration, probably, that induced 
Congress to pass the law in its present shape allowing certified copies 
to be made from the alphabetical list of special-tax payers by collect- 
ors for the use of State prosecuting officers. 

Respectfully, John W. Ybbkes, Commissioner. 

Mr. Harry Skinner, United States Attorney j Greenville, N. C. 



(T. D. 1061.) 
Denatv/red alcohol. 



Pennit to deal in denatured alcohol may be issued to a liquor dealer, but he can not 
store the denatured product on the same premises in which fermented Uquors or 
distilled spirits are kept or stored. He must either sell the denatured product direct 
from the distillery at which it is denatured, or from a warehouse in which neither 
distilled spirits, wines, nor malt liquors are kept. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, October 18, 1906. 

Sir: I am in receipt of your letter of the 11th instant, in which 
you state that you are a wholesale liquor dealer, but carry no stock 
at your present address; that you keep no store, simply an office. 
You ask if, under the recent law pertaining to the sale of denatured 
alcohol, you can sell denatured alcohol from warehouse or from dock, 
provided you secure permit for making such sale. 

In reply, you are informed that the fact that you are a qualified 
liquor dealer does not bar you from securing permit to sell denatured 
alcohol. Permit to deal in denatured alcohol may be issued to a 
liquor dealer, but he can not store the denatured product on the same 
premises in which fermented liquors or distiled spirits are kept or 
stored. He can not store it at his place of business if he keeps his 
stock of liquors there; neither can he keep it stored in a warehouse 
not connected with his store or office but in which his stock of liquors 
is kept. He must either sell the denatured product direct from the 
distillery at which it is denatured, or from a warehouse in which 
neither distilled spirits, wines, nor malt liquors are kept. 
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By referring to section 59 of regulations No. 80, being the regula- 
tions and instructions concerning denatured alcohol, you will note 
the class of premises upon which denatured alcohol can not be kept 
or stored. 

Respectfully, John W. Tbbkbs, Commissioner. 

Mr. . 



(T. D. 1052.) 
Denatured alcohol. 

Under the act of June 7, 1906 (regulationB No. 80), alcohol maj be withdrawn from 
bond, properly denatured, and used in the manufacture of vinegar. — The denatur- 
anta to be used in the several industries in which denatured alcohol will be used 
• have not yet been past upon. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, October 22^ 1906. 

Sir: Tour letter of the 12th instant to the Hon. Thomas F. Mar- 
shall, M. C, in which you ask in reference to denatured alcohol, has 
been referred by Mr. Marshall to this office for answer. Tou ask 
whether or not you can make arrangements to ship alcohol in sealed 
cars for the manufacture of vinegar at Superior or Duluth. Tou 
also ask what is used to ^'denaturalize" alcohol. 

In reply, you are informed that under the act of Jane 7, 1906, 
alcohol may be withdrawn from bond, free of tax, to be used in the 
arts and industries and in the production of light, heat, and power, 
provided it is denatured in such a manner as to destroy its character 
as a beverage and render it unfit for liquid medicinal purposes. 

This office holds that alcohol may be withdrawn from bond, prop- 
erly denatured, and used in the manufacture of vinegar. ♦ ♦ ♦ 
Alcohol intended for denaturation must be manufactured at a regu- 
larly registered distillery, constructed and operated in exactly the 
same manner as are distilleries at which alcohol intended for tax pay- 
ment is manufactured. It must be entered in bond and the distiller 
must provide a warehouse for denaturing purposes to which he can 
transfer alcohol intended for denaturation. Tou may either set up 
and operate a distillery yourself, at which you can manufacture an 
denature alcohol under governmental supervision, or you may secure 
your denatured alcohol from some distiller who has qualified as a 
denatnrer. 

By reference to regulations No. 30, Part III, you will note that 
special denaturants are provided for, said denaturants to be suitable 
for the use to which the alcohol is intended. In view of the fact 
that the agents intended for complete denaturation (see section 26 
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of the regulations) are benzine and methyl alcohol, it is presumed 
that alcohol intended for the manufacture of vinegar will have to be 
specially denatured. 

This of&ce has not as yet past upon the special denaturants to 
be used in the several industries in which denatured alcohol will be 
used, but is ready to consider any formula that any manufacturer 
may wish to submit for the special denaturation of alcohol. 

You will note by reference to section 30 that there are more 
restrictions in the case of specially denatured alcohol than there are 
in the case of completely denatured alcohol, but these restrictions 
do not add to the cost of the alcohol and are intended simply to safe- 
guard the revenue. Under these regulations you can have specially 
denatured alcohol shipped to any part of the United States to which 
you may want it for use in any of the industries in which the law 
authorizes the use of denatured alcohol. 

Respectfully, John W. Tbbkes, Commissioner. 

Mr. H. O; Bablow, Ghvinner^ N. Dak. 



(T. D. 1063.) 
Denatured alcohol. 



Section 99 of regulations No. 90 refers to manufacturers using specially denatured 
alcohol only.— As to manufacturers being required to secure permit and keep a 
record. 

Tkeasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 22, 1906. 

Gentlemen: I am in receipt of your letter of the 19th instant, in 
which you call my attention to section 99 of regulations No. 30, and 
ask whether said section was meant to refer to persons using regularly 
denatured alcohol, or whether it refers to persons using specially 
denatured alcohol only. 

In reply, you are informed that section 99 refers to manufacturers 
using specially denatured alcohol only. Manufacturers using com- 
pletely denatured alcohol are not required to secure permit unless 
they use as much as 50 gallons a month. (See sees. 75 and 76.) 

When a manufacturer uses as much as 50 gallons of completely 
denatured alcohol a month, he is required t6 secure permit and keep 
the alcohol stored in a room designated for that purpose, but he is 
not required to keep any record of the alcohol received and used or 
the goods manufactured by him. The only conditions under which 
a manufacturer using completely denatured alcohol is required to 
keep a record showing the alcohol received and disposed of, are when 
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such manufacturer recovers alcohol and either restores it at his own 
plant to a condition suitable for reuse or transfers it to a restoring 
and redenaturing plant. In such cases he is required to keep the 
records prescribed for manufacturers in Parts lY and Y of the regu- 
lations. 

Respectfully, John W. Tebkes, Commissioner. 

Messrs. -' , New York. 



(T. D. 1054.) 

DistiUers^ warehoimng bonds. 

Ruling contaiQed in T. D. 1040 modified.— To what extent surety companies may be 
accepted on the bonds of distillers. 

Trbasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 26, 1906. 
Sir: After further consideration of the matter of accepting ware- 
housing bonds of distillers signed by surety companies, where the 
total bonded liability of the surety company upon the bond of any 
one distiller may exceed the company's assets, I have decided to 
modify the ruling contained in T. D. 1040 to this extent: 

1. Where a distiller or distilling company operates more than 
one distillery, a surety company may be accepted on the warehous- 
ing bonds of that distiller for the spirits in warehouse at each dis- 
tillery to an amount not exceeding the assets of the surety company 
liable to execution. If, however, the distiller has spirits warehoused 
upon any one of his distillery premises upon which the tax amounts 
to more than the assets of the surety company, then the surety com- 
pany will be limited in its bonded obligation for the spirits there 
warehoused to the amount of its assets, whether the spirits bonded 
be contained in one or more of the warehouses at that distiUery. 
But the amount of the bonded liability of a surety company at one 
distillery will not affect the acceptance of its bonds for spirits at 
another distillery, altho both distilleries belong to and are operated 
by the same distiller. 

2. Transportation or export bonds may be accepted from the surety 
company even tho the total amount of its warehousing bonds at any 
one distillery owned by the distiller for whom it is furnishing the 
transportation or export bond is equal to the amount of its assets. 

In determining the amount of the warehousing bonds which may 
be given by a surety company for any one distiller or distilling com- 
pany, the basis of such determination should be the assets of the 
surety company liable to execution, as shown by the regular quar- 
terly report of such company required by law to be made to the 
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Attorney-General of the United States, and not the amount which 
appears upon Form 400 as sworn to by the agents or attorneys in fact 
of the surety company. 

Respectfully, John W. Tbrkbs, Commisaioner. 

Mr. P. L. OOLDSBOROUGH, 

Collector Internal Revenue^ Baltimore^ Md. 



(T. D. 1055.) 
Denatured alcohol. 
Denatured alcohol may be used for maaufaeturing varnishes, in accordance with 
regulations No. 80. — Storerooms, how constructed. — Application blanks for per- 
mits; how and when to be obtained. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, October 26 ^ 1906. 

Gentlemen: I am in receipt of your letter of the 25th instant, in 
which you state that you are engaged in the manufacture of varnishes, 
and that it is your intention to use in certain grades of varnish dena- 
tured alcohol as prescribed by law. You state that your plant is a 
fireproof building, and that at said plant you will use denatured 
alcohol solely for the purpose of manufacturing varnishes. You state 
that you propose to set aside a room in your factory for the storing 
of this denatured alcohol; that you propose to construct a wire cage 
in such a manner that there will be but one door, and that the door 
can be properly locked according to the regulations, and you ask 
whether a room so constructed will comply with all the requirements 
of the law. 

I presume that it is your intention to use alcohol completely dena- 
tured, in accordance with the provisions of section 26 of regulations 
No. 30, and that the room about which you inquire is the storeroom 
provided for in section 75 of said regulations. If I am correct, you are 
advised that you can, under the regulations, construct a denatured 
alcohol storeroom prescribed by section 76 of regulations No. 30 of 
wire, provided you construct it in such a manner that it will be 
secure and that the door thereto can be securely locked. 

It is not practicable to prescribe with particularity specifications 

for constructing the storerooms required of manufacturers using 

denatured alcohol, but the question of whether or not a particular 

storeroom is secure must be and will be left to an extent to the local 

ofScer. The storeroom must in each case be accurately described in 

the application for permit, so that this Department may be fully put 

on notice as to the character of the room in which it is proposed to 

store denatured alcohol. 

4c 4c « ♦ « ♦ ♦ 

Respectfully, John W. Ybrkbs, Commissioyier. 

Messrs. , New York. 
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(T. D. 1066.) 

Denatured alcohol. 

Denatured alcohol may be used in the manufacture of dyestufls under the regula- 
tions. — ^All distilleries at which alcohol, either for denaturation or tax payment, is 
manufactured must be under surveillance of Government officers under existing 
laws. — The Commissioner of Internal Revenue will consider any formula for spe- 
cial denaturation that may be submitted. 

Treasury Department, 
Office of Commissioner of Internal Bbvenue, 

Washington, D. C, October SO, 1906. 

Sir: I am in receipt of your letter of the 24th instant, in which 
you state that you understand that this Department has charge of 
regulating the manufacture of denatured alcohol, etc. Tou state 
that your *' attention has been called to the fact that certain restric- 
tions have been placed around its operation that to a layman anyway, 
or an ordinary business man, appear to have the effect of nullifying 
what was supposed to be, by the general public at least, th^ intent 
and purpose of the law when passed." 

Tou state that you are interested in cheap alcohol as a necessary 
solvent in the manufacture of dyestuffs, chemicals, etc. ; that you 
are large users of such dyes, and that you and others interested in 
the use of dyestuffs in the textile industries were under the impres- 
sion that the free-alcohol bill would in a measure cause the establish- 
ment in this country of large institutions for the manufacture of 
dyestuffs and chemicals, but you state that you understand that with 
the restrictions the Government has placed ^^ around the operation 
of the law it simply will result in making alcohol too high priced for 
such purposes." 

Particularizing as to restrictions, you state : 

1. We understand that the manufacture of denatured alcohol will be confined to 
communities provided with bonded warehouses, which means the distilleries of the 
United States, or where they are located at the present time. It further means that 
it will throw the business in the hands of d trust or combination, which will further 
tend to hold up prices. 

2. We also understand that your Department provides for the addition of 10 per 
cent wood alcohol to denaturalize the grain alcohol, when a much less quantity would 
answer the purpose, and the effect is to increase the cost by that much. 

Replying to the first objection, I respectfully call your attention 
to the last clause of the first paraj2:raph of section 1 of the denatured 
alcohol law, which states: 

Such denaturing to be done upon the application of any registered distillery in 
denaturing bonded warehouses specially designated or set apart for denaturing pur- 
poses only, and under conditions prescribed by the Commissioner of Internal Revenue 
with the approval of the Secretary of the Treasury. 

Tou will note that the law provides that the denaturing of alcohol 
is to be done by the proprietor of a registered distillery in a denatur- 
ing bonded warehouse specially provided for the purpose. 
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Any person, or association of persons, who has qualified as a dis- 
tiller by constructing a distillery in accordance with the existing laws 
and regulations, and by giving the necessary bond, can also qualify 
as a denaturer of ^Icohol by constructing a warehouse in which to 
denature alcohol and by giving bond as a denaturer. The law relat- 
ing to distilleries, and which has been in force for years, fixes no 
limitations upon the size of distilleries at which alcohol can be manu- 
factured. There are something over one thousand distilleries in the 
United States now at which the daily output is less than 30 gallons 
of distilled spirits. It is true that these distilleries are not engaged 
in the manufacture of alcohol as known to the- commercial world, but 
make what is ordinarily known as whisky or brandy. But so far as 
the laws, or the administration of the laws, are concerned, there is 
nothing to prevent them from manufacturing commercial alcohol. 

This Department will after January 1 next continue, as it has in 
the past, to permit the establishment of any kind of a distillery 
authorized by law, and as the law authorizes the construction of any 
kind 6t a plant at which ethyl alcohol can be manufactured, and 
permits the use in the manufacture of ethyl alcohol of any raw 
material containing sugar, starch, or similar fermentable vegetable 
matter capable of producing ethyl alcohol, the alcohol industry can 
take such range and scope as economic conditions and business 
demands may justify. 

Furthermore, this office will permit the establishment of a dena- 
turing bonded warehouse and will permit the denaturation of alco- 
hol on the premises of any registered distiller who may desire to 
manufacture alcohol of such degree of proof as can under the regula- 
tions be denatured, to wit, 180 degrees. Large and small distilleries 
will be treated exactly alike. 

If the demands of business call for the establishment of distilleries 
in localities in which they are not now operated, this Department 
will go as far as the law authorizes in permitting the establishment 
of such distilleries. Under the existing laws, the Government, thru 
this Department, must exercise such surveillance over the manu- 
facture of alcohol as will safeguard the revenue. Internal-reve- 
nue officers m'ust have supervision at all distilleries at which 
alcohol either for denaturation or tax payment is manufactured, 
but the distiller does not pay the expense of this surveillance. 
The Government 'stands every cent of the cost of supervision. 
This being the case, the supervision can not have any effect upon 
the establishment of distilleries for legitimate purposes. It can not 
deter an honest man from going into the business of manufacturing 
alcohol, either for the purpose of denaturation or for tax payment. 
If, therefore, alcohol withdrawn from bond free of tax, under the 
provisions of the act of June 7, 1906, goes into the market with abso- 
lutely no burdens except the actual cost of production, it would 
seem that that would be as much as could be asked. 
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As to the use of alcohol in the manufacture of dyes, this office 
holds that alcohol can be withdrawn from bond free of tax and 
denatured for use in the manufacture of anything that does not come 
within the purview of the terms *^ beverage or a liquid medicinal 
preparation/' Therefore, alcohol can be used in the manufacture of 
dyestuffs. 

As to your second cause of complaint, ♦ ♦ ♦ i respectfully 
invite your attention to sections 26 and 58, and to the whole of Part 
in, sections 79 to 110, inclusive. 

Section 26 prescribes that the agents used for complete denaturation 
shall be methyl alcohol and benzine; approximatety 9.05 per cent of 
methyl alcohol and .45 of 1 per cent of benzine. Section 58 prescribes 
that alcohol denatured as provided in section 26 shall be classed as 
completely denatured alcohol, and that alcohol denatured in any 
other manner shall be classed as specially denatured alcohol. 

Section 79 authorizes special denaturants, and section 80 expressly 
states that the Commissioner of Internal Revenue will consider a/ny 
formula for special denaturation that may be submitted. It restricts 
the special denaturants to one for each class of industries, unless it 
should be shown that there are good reasons for additional special 
denaturants for any industry. 

The rest of Part III deals with the manner of obtaining permission 
to use special denaturants and the use of such special denaturants. 
Manufacturers and others desiring to use special denaturants are 
expressly invited to submit any formula they may desire for special 
denaturation, and it is expected that manufacturers will avail them- 
selves of the opportunity. 

There are more restrictions thrown around the use of specially 
denatured alcohol than apply to completely denatured alcohol, but 
the Government pays the cost of these restrictions. They cost the 
manufacturer nothing and are intended as a safeguard to the revenue 
and a protection to honest manufacturers of and dealers in tax-paid 
distilled spirits. If they add nothing to the cost of the alcohol it is 
difficult to understand what objections the users of the alcohol could 
urge to them. 

In view of the above, it ought to be plain that so far as this 
Department is concerned the American farmer has the same oppor- 
tunity of converting into alcohol the '^products of his field" as has 
th^ German farmer mentioned in your letter. It is simply a ques- 
tion of whether or not the American farmer wants to enter into the 
manufacture of alcohol. 

As to the manufacturer of dyes, it is simply a question of whether 
or not he wants to go to the trouble of finding and submitting a 
special denaturant suitable for use in his industry, and which this 
Department thinks can safely be adopted as a denaturant. 

If the farmer finds that as a business proposition the manufacture 
of alcohol for domestic and industrial uses is, like the manufacture 
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of meal and floury a good thing, then there exists absolately no rea- 
son, so far as the internal-revenue laws are concerned, for his not 
going into the business. In view of the fact that distillers only can 
manufacture alcohol and that users of alcohol are forced to purchase 
their alcohol fr6m distillers, just as consumers of woolen goods haye 
to go to the woolen mills for their woolen goods, it is difficult to 
understand, even if the law requiring the denaturing of alcohol to be 
done by distillers were not in the way, what difference it would 
make to the manufacturer whether the alcohol is denatured before 
or after its purchase. 

Respectfully, John W. Yerkbs, Commissioner. 

Mr. W. L, HixoN, MankatOy Minn. 



(T. D. 1067.) 

Denatured alcohol — Specifications for methyl alcohol and benzine^ 

submitted for approval as denaturing materials. 

[Int. Rev. Circular No. 680.1 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October SO, 1906. 
The second paragraph of section 1 of the act approved June 7, 
1906, for the withdrawal from bond, tax free, of domestic alcohol 
to be rendered unfit for beverage or liquid medicinal purposes by 
the admixture of denaturing materials, provides as follows: 

The character and quantity of the said denaturing material and^the conditions upon 
which said alcohol may be withdrawn free of tax shall be prescribed by the Commis- 
sioner of Internal Revenue, who shall, with the approval of the Secretary of the 
Treasury, make all necessary regulations for carrying into effect the provisions of 
this Act. 

Pursuant to this authority, and in conformity with" the terms of 
section 26 of regulations No. 30, the following specifications are pre- 
scribed for methyl alcohol and benzine -submitted for approval as 
denaturing materials: 

MBTHYL ALCOHOL. 

The methyl alcohol submitted must be partially purified wood 
alcohol obtained by the destructive distillation of wood. It must 
conform to the following analytical requirements: 

Color. — This shall not be darker than that produced by a freshly 
prepared solution of 2 c. c. of N/10 iodine dilated to 1,000 c. c. with 
distilled water. 

Specific gravity. — It must have a specific gravity of not more than 
0.830 at 60° F. (15.56° C), corresponding to 91° of Tralles' scale. 

Boiling point. — 100 c. c. slowly heated in a flask under conditions 
as described below must give a distillate of not less than 90 c. c. at 
a temperature not exceeding 75° C. at the normal pressure of the 
barometer (760 m. m.). 
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One hundred c. c. of wood spirit are ran into a short-necked cop- 
per flask of about 180-200 c. c. capacity, and the flask placed on an 
asbestus plate having a circular opening of 30 m. m . diameter. In the 
neck of this flask is fitted a fractionating tube 12 m. m. wide and 170 
m. m. long, with a bulb just 1 centimeter below the side tube, which 
is connected with a Liebig's condenser having a water jacket not less 
than 400 m. m. long. In the upper opening of the fractionating tube 
is placed a standardized thermometer, so adjusted that its mercury 
bulb comes in the center of the bulb. The distillation is conducted 
in such a manner that 5 c. c. pass over in one minute. The distillate 
is run into a graduated cylinder, and when the temperature of 75^ 
C. has been reached at the normal barometric pressure of 760 m. m. 
at least 90 c. c. shall have been collected. Should the barometer 
vary from 760 m. m. during the distillation 1® C. shall be allowed for 
every variation of 30 m. m. For example, at 770 m. m. 90 c. c. 
should have distilled at 75.3^, and at 750 m. m. 90 c. c. should have 
distilled at 74.7^ C. 

MiscibUity with water. — ^It must give a clear or only slightly opal- 
escent solution when mixt with twice its. volume of water. 

Acetone content. — It must contain not more than 25 or less than 15 
grams per 100 c. c. of acetone and ether substances estimated as 
acetone when tested by the following method (Messinger) : 

Determinaiion of acetone. — 1 c. c. of a mixture of 10 c. c. wood 
naphtha, with 90 c. c. of water is treated with 10 c. c. of double 
normal soda solution. Then 50 c. c. of N/10 iodine solution are 
added while shaking, and the mixture made acid with dilute sul- 
phuric acid three minutes after the addition of the iodine. The 
excess of iodine is titrated back with N/10 sodium thiosulphate solu- 
tion, using a few drops of starch solution for an indicator. From 
15.5 to 25.8 c. c. of N/10 iodine solution should be used by the spirit. 

The solution should be kept at a temperature between 15^ and 
20«C. 

Calculation : Xsgrams of acetone in 100 c. c. of spirit. 

Ys=number of c. c. of N/10 iodine solution required. 
N»volume of spirit taken for titration. 
Then.X=Yxa096672 
N 

Esters. — It should contain not more than 5 grams of esters per 
100 c. c. of spirit, calculated as methyl acetate and detei:mined as 
follows: 

Five c. c. of wood spirit are run into a flask, and 10 c. c. normal 
sodium hydroxide free from carbonates are added and the flask con- 
nected with a return condenser and boiled for two hours. Instead 
of digesting at boiling temperature, the flasks may be allowed to 
stand over night at room temperature and then heated on a steam 
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bath for thirty minutes with an ordinary tube condenser. The 
liquid after digestion is cooled and titrated with normal sulphuric 
acid, using phenolphthalein as an indicator. 

Methyl acetate, grams per 100 c. c. of spirit = 

.074 X c. c. of N/ soda required x 100 
c. c. spirit taken. 

Bromine absorption, — It must contain a sufficient quantity of 
impurities derived from the wood, so that not more than 25 c. c. or 
less than 15 c. c. shall be required to decolorize a standard solution 
containing .5 gram of bromine, as jtollows: 

The standard bromine solution is made by dissolving 12.406 grams 
of potassium bromide and 3.481 grams of potassium bromate (which 
is of tested purity and has been dried for two hours at 100° C), in a 
liter of water. Fifty c. c. of the standard solution containing .5 gram 
of bromine are placed in a glass-stoppered flask having a capacity 
of about 200 c. c. This is acidified by the addition of 10 c. c. of 
diluted sulphuric acid (1 to 4), and the whole shaken and allowed to 
stand a few minutes. The wood alcohol is then allowed to flow 
slowly into the mixture, drop by drop from a burette until the color is 
entirely discharged. The temperature of the mixture should be 20° C. 

In addition to the above requirements, the methyl alcohol must 
be of such a character as to render the ethyl alcohol with whicn it is 
mixt unflt for use as a beverage. 

BENZINE. 

The benzine submitted for approval must be a hydrocarbon prod- 
uct derived either from petroleum or coal tar. If derived from 
petroleum, it must have a specific gravity of not less than .800. If 
derived from coal tar, it must have a boiling point of not less than 
150° or more than 200° C. 

It must be of such a character as to impart a decided odor to ethyl 
alcohol when mixt with it in the proportion of one-half of one part 
by volume. 

John W. Tbrkbs, Commissioner. 

Approved: 

C. H. Keep, Acting Secretary of the Treasury, 

(T. D. 1058.) 
Denatured alcohol. 

Denatured alcohol can not be shipped fn tank cars. It must be denatured at the dis- 
tillery where produced and drawn off and shipped in packages specially provided 
for that purpose. Retailers can purchase denatured alcohol from the distillers 
direct or from wholesalers. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D.C., October SO, 1906. 
Sir: I am in receipt of your letter of the 27th instant, in which, 
among other things, you ask that I inform you whether or not western 
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distillers can ship completely denatured alcohol to the east in tank 
cars or in ld5-gallon packages and rebarrel in common baitels at 
eastern points, such as New York, Boston, etc., and then ship to 
their wholesale eastern customers, so as to compete in matters of 
freight and cost of packages with the eastern distillers using molas- 
ses at the Atlantic seaboard cities. 

In reply, you are informed that denatured alcohol can not be ship- 
ped in tank cars. Under the law and regulations alcohol must be 
denatured at the distillery at which it is produced. It must be drawn 
off and shipped in packages especially provided for that purpose, 
said packages ranging in size from 5 gallons to 135 gallons. These 
packages can not be broken, but must be sold in exactly the same 
condition as they are received by the wholesale dealer. 

Tou ask also, '^ Can retailers of completely denatured alcohol buy 
in any package from 5 gallons to 135 gallons of the distiller and then 
fill their bottles, etc., and sell them at their stores wherever these 
maybe?" 

In reply, you are advised that retailers can purchase denatured 
alcohol from distiUers direct or from wholesalers, just as they may 
see fit, and they can buy in stamped packages of any size that suits 
their business, from 5 to 135 gallons. They can buy any quantity 
that their business may demand and they can sell at retail — that is 
to say, in quantities of less than 5 gallons, in bottles, jugs, demi- 
johns, or such oCher receptacles as they may desire to use. 

Respectfully, John W. Terkbs, Commissioner. 

Mr. — , WinchesteTy Mass. 

Note. — ^The portion of this letter relattve to transportation of denatured alcohol in 
tank cars is based upon the general revenue law as it now stands. It is believed by 
this office that in view of the lessening of transportation charges thru the use of tank 
cars for moving both undenatured and denatured alcohol, proper changes would be 
made in the law by the Congress upon presentation of the facts. Tank cars are used 
very largely abroad for the transportation of both forms of alcohol, and this office 
knows no reason why, under proper legislation and controlling regulations, their use 
should not be adopted here for the benefit of the trade and consumers. 



(T. 1). 1059.) 
Denatured alcohol. 

Storage of denatured alcohol in a building part of which is a wholesale liquor dealer's 
establishment. — ^Diagram must be furnished. — If there are no interior means of com- 
munication, and in going from the manufacturer's premises to those of the dealer 
it is necessary to go upon a public highway, denatured alcohol may be brought 
upon the manufacturer's premises for use in manufacturing processes. 

Treasury DEPARTiiENT, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, October 31, 1906. 
Obntl&hen: I am in receipt of your letter of the 27th instant, in 
which you state that you have carefully read the regulations and 
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instructions concerning denatured alcohol, and you call my attention 
to section 59, wherein It is provided that denatured alcohol can not 
be stored upon certain premises. Tou state — 

We are located at street, a five-story brick building, nmnlng through to 

street, with entrances on either side. For a number of years we have manufactured 
shellac varnishes on the second floor of this building, and desire to know whether we 
will be permitted to use denatured alcohol on our premises for the purpose of the above- 
mentioned article, though there are on the ground floor importers and bottlers of Rhine 
wines and clarets and so on, and a wholesale whisky house. The entrances to our 
premises, however, are absolutely separate, and we have no connection whatsoever 
with any house dealing in the articles mentioned in section 59. 

In reply, you are advised that in the administration of the dena- 
tured-alcohol law the question of whether or not two or more parts 
of a building constitute the same premises will, in a measure, have 
to be determined by the local officer, all of the facts and circum- 
stances in each case having been taken into consideration. Tou will 
be required to submit with your application for permit a diagram of 
that part of the building used by you, and this diagram must accu- 
rately show the connection of your part of the* building with the 
other part and with the adjacent buildings. 

As a general proposition I will say that if there are no interior 
means of communication between your premises and those of the 
wholesale liquor dealer, and if in gqing from your premises to those 
of the liquor dealer it is necessary to go out upon the public high- 
way (sidewalk, alley, or street), there will be no objection to your 
bringing denatured alcohol upon your premises and using it in 
manufacturing processes. 

Respectfully, John W. Ybrkes, Commissioner. 

Messrs. , New York. 



(T. D. 1060.) 
Manufacture of denatured alcohol in Indian Territory. 

Whether denatured alcohol can be manufactured in the Indian Territory is a matter 
for the Secretary of the Interior to decide, the administration of the prohibitory 
law in that Territory devolving upon that Department. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, November i, 1906. 
Sir : I am in receipt of your letter of the 27th ultimo, in which 
you ask me to furnish you with information as to the operation of a 
distillery, and also to advise you if there are any special regulations 
which prevent the manufacture of alcohol by a distillery in the 
Indian Territory. . r^r^rno 
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In reply, you are informed that alcohol intended for denaturing 
purposes must be manufactured at a regularly registered distillery, 
set up and operated in accordance with regulations No. 7. The 
same law and regulations apply to the construction and operation of 
distiUeries at which alcohol intended to be denatured is manufac- 
tured as apply to distilleries at which alcohol is manufactured for 
purposes of tax payment. 

This Department has nothing to do with the law prohibiting the 
manufacture, sale, etc., of intoxicating beverages in the Indian 
Territory, to wit, section 1 of the act of March 1, 1895. The adminis- 
tration of that law devolves upon the Interior Department. I would 
therefore suggest that you take ' the question of the manufacture of 
denatured alcohol up with the Honorable Secretary of the Interior. 

So far as this Department is concerned as to the establishment of 
a distillery for the manufacture of denatured alcohol, if it is held by 
the Interior Department to be permissible under the special prohibi- 
tory law above mentioned, the establishment of such distillery will 
be permitted. 

Tou will understand, of course, that alcohol, after it has been 
manufactured and placed in a warehouse, is an intoxicating bever- 
age and remains such until it has been denatured, and that it is 
treated by this Department as distilled spirits until it has been dena- 
tured, no matter what the purpose may be for manufacturing the 
alcohol. 

Respectfully, John W. Terkes, Commissioner. 

Mr. 2—, Tulsay Ind. T. 



(T. D. 1061.) 
Claims for refund of legacy taxes. 

Applicatign will be made for a rehearing of the case of Eidman v. Tilghman in the 
Supreme Court. Claims coming under that decision will be held without action 
pending result of application. _ 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, November Sy 1906. 
Sir: In your letter of the 31st ultimo you refer to some constitu- 
ents of yours who have claims pending in this Bureau for the refund- 
ing of taxes paid under the inheritance-tax law, the claims being 
governed by the decision of the Supreme Court in the case of Eidman 
V. Tilghman, and you ask what steps are necessary to have the tax 
refunded and whether any blanks are furnished by this Department. 
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The letter from this Bureau which you attached to your letter 
refers to the claim of . 

In reply, you are advised that this claim, with similar ones, will 
be still further held without action by this Bureau, pending the 
result of an application for a rehearing in the Tilghman ease, the 
Department of Justice having indicated its Intention to make appli- 
cation for such rehearing at an early date. 

If the final decision in the Tilghman case is against the Govern- 
ment, all claims coming under that decision will be acted upon 
immediately, without any steps being taken by the claimants. If, 
however, any claim has been acted upon adversely, it will be 
reopened upon a petition from the claimant asking that such action 
be taken. 

Respectfully, John W. Tbbkss, Commissioner. 



Mr. 



(T. D. 1062.) 
Denatured alcohol. 

Location and construction of denaturing bonded warehouses, and kind of packages 
required for denatured alcohol. 

Trbabury Deeartmbnt, 
Office of Commissioner of Internal Rbvenxte, 

WashingtoTiy D. (7., November 6^ 1906. 
Sir: In reply to the inquiries contained in your letter of the 1st 
instant, you are informed — 

1. That denaturing bonded warehouses may be established by 
"bricking,^" or partitioning off a portion of the distillery bonded 
warehouse, provided the same is constructed as required in section 1 
of regulations No. 30, and is discontinued as a part of the distillery 
warehouse. 

2. That alcohol varying in proof, but not below 180 degrees proof 
strength, may be removed to such denaturing bonded warehouse, and 
may there be reduced to the desired proof not below that above 
stated. 

3. As to the kind of packages to be used for denatured alcohol, 
you are informed that such packages should be so constructed as to 
admit of the required marks, brands, and stamps being placed 
thereon, and if metallic cans or drums are used, the same should be 
securely incased in wood or constructed in conformity with circular 
678. 

4. Denaturing bonded warehouses, and free warehouses for the 
storage of denatured alcohol, may be under the same roof, provided 
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the former is on and the latter off of the distillery premises, and the 
denaturing bonded warehouse is so partitioned off that there is no 
opening or means of communication between the two warehouses. 
RespectfuUy, John W. Ybrkbs, Commissioner. 

Mr. P. G. Rbnnick, Collector Fifth District, Peoria, lU. 



(T. D. 1063.) 

Testing bottles for containing botUed-in bond spirits. 

[Circular No. 681.] 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November 9, 1906, 
To collectors of internal revenue: 

Recent reports received at this office show that bottled-in-bond 
spirits are being placed on the market in bottles stamped and sold as 
containing 1 quart, which in some instances are found to be short in 
measure as much as 2 ounces to a bottle, the stamp of the Govern- 
ment thus being made to show a quantity of spirits in siich bottles 
in excess of the actual contents of the bottles. 

In view of this fact, every distiller who is engaged in bottling 
spirits in bond will, without unnecessary delay, provide himself with 
a standardized glass graduate, cylindrical in shape, with lip so fash- 
ioned that liquor may be poured from the instrument into a bottle 
without waste, and suitable for the purpose of determining the capac- 
ity of the various bottles used by him for the purpose indicated, and 
in order to avoid delay in bottling, should see that the bottles deliv- 
ered in the warehouse are of the capacity required by this regulation. 

Storekeepers on duty at bottling warehouses will, whenever a sup- 
ply of bottles is brought into the warehouse, test a number of each 
size by means of the instrument mentioned before allowing any to 
be filled, and where it is found that they, or any of them, are of less 
capacity than that required by this regulation, decline to allow any 
of them to be used until the entire lot shall have been removed from 
the warehouse and all bottles not of the required capacity excluded 
therefrom. 

As this office is informed that glass manufacturers will not con- 
tract to furnish bottles of exact size, it is held that where quarts do 
not vary in capacity more than I ounce from the standard of 32 
ounces, and other sizes in like proportion, no notice need be taken 
of such variation. 

DistiUers are advised that the instrument referred to may be pro- 
cured from any dealer in scientific glassware. 

Collectors will acknowledge receipt of this circular and see that 
the instructions herein contained are observed. 

John W. Tbrkes, Corwmissioner. 
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(T. D. 1064.) 

Use of wholesale liquor dealers^ stamps, 

[Circular No. 682.] 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D, C, November 9^ 1906. 
To collectors of internal revenue and other internal-revenue officers : 

The abnormal increase in the use of wholesale liquor dealers' stamps 
has caused this office to make careful inquiry as to the cause of such 
increase, with the result that it is found that stamps of this class, 
which were intended for use on packages filled on the premises of 
wholesale liquor dealers, are in many instances being used, apparently, 
for no other purpose than to substitute such stamps for other stamps 
affixt to original packages of distillers, rectifiers, and wholesale 
liquor dealers. 

Collectors will, therefore, on and after January 1, 1907, decline 
to issue a wholesale liquor dealers' stamp for use on any package not 
filled on the premises of a wholesale liquor dealer, or for use on any 
unbroken package bearing the marks, stamps, and brands required 
by law. 

John W. Ybrkes, Commissioner. 



(T. D. 1065.) 
Oleomargarine — Illicit manufacture. 

Under section 17, act of August 2, 1886, all machineiy, etc., and personal property 
used in illicit manufacture of oleomargarine are forfeitable, but not real estate. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Wa^hingtony D. C, November P, 1906. 
Sir: Tour letter of the 5tli instant has been received, inclosing a 

report made to you by your division deputies of the facts 

ascertained by them showing the illicit manufacture of colored oleo- 
margarine by , a retail dealer in oleomargarine, and of the 

seizure of all the oleomargarine found upon the premises. 

You refer to section 17 of the act of August 2, 1886, and you ask 
whether, in the opinion of this office, this section would authorize 
forfeiture of the house or premii^es upon which the manufacture of 
this product was carried on. 

My reply is in the negative. It is held by this office that under 
that section all machinery, tools, implements, apparatus, and per- 
sonal property used in the business are forfeitable, but not the real 
estate. 

Respectfully, John W. Ybrkes, Commissioner. 

Mr. Jos. A. Craft, Collector Fifth District^ Louisvilley Ky. . 
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(T. D. 1066.) 
Storage of specially denaiv/red diAohol. 

Bpeciallj denatured alcohol must be stored upon the premises upon which it is to be 
used in manufacturing processes and can not be removed from those premises for 
any purpose after it has been stored thereon. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WcbshingtoUy D, C. , November 10 y 1906. 

Sir: Replying to that part of your letter of the 26th ultimo, in 
relation to the location of the storeroom proposed as a storage place 

for denatured alcohol by the r— Company, you are advised that 

this office holds that specially denatured alcohol must be stored upon 
the premises upon which it is used in manufacturing processes, and 
that it can not be removed from those premises for any purpose after 
it has been stored thereon. 

If a manufacturing establishment covers several city blocks, or 

X>art8 of blocks, as you say is the case of the Company, and 

public thorofares separate parts of the premises, the storeroom for 
denatured alcohol must be located upon that part of the premises 
where it is used, and can not be located with reference to the part 
of the premises upon which the alcohol is to be used in such a manner 
as would necessitate the taking of the denatured alcohol over a 
public highway when being removed from the storeroom for use in 
manufacturing processes. 

Respectfully, John W. Tbrkes, Commissioner. 

Mr. H. C. H. Herold, Collector Internal Revenuey Newark^ N. J, 



(T. D. 1067.) 
Denatured alcohol. 

^o data for basing an estimate of the quantity of industrial alcohol used annually 
The denatured alcohol law does not change existing laws in regard to operation of 
distilleries. Qovemment supervision necessary. — No objection to a farmer manu- 
facturing alcohol in his "back yard" if he wishes to establish a distillery there. 
Special interests not favored under the internal-revenue law. 

Treasury Department, 
Office of C-ommissioner of Internal Revenue, 

Washingtouy D. (7., November 12 y 1906. 
Sir: Your letter of the 8th instant has been received.. ♦ » » 
You ask me to answer a number of questions. 

First. You ask **How many gallons will approximately be needed 
in the industries for 1907?" In reply, I will state that this Depart- 
ment has always dealt with distilled spirits as an object of taxation. 
Heretofore all spirits going into consumption in a general way have 
been tax paid. This included spirits used industrially as well as 
those used as a beverage and in the manufacture^ o|^li^^u^^j^^icinal 
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preparations, and there have been no data shown by reports received 
at this office whereby there could be a segregation of spirits used 
industrially from those used in other ways; therefore there are no 
statistics in existence, so far as I am advised, showing the quantity 
of industrial alcohol used annually in this country. Having abso- 
lutely nothing to base an estimate upon, it is not possible for me to 
make an estimate as to the quantity of denatured alcohol that will 
be consumed in the industries of this country during the year 1907. 
Second. You ask ** How many distilleries have applied for permits 
or are expected to manufacture denatured alcohol." In reply to this, 
I will state that no formal applications have as yet been made by 
distillers for approval of denaturing bonded warehouses. Such 
applications could not be filed, for the reason that proper blanks 
have not as yet been placed in the hands of collectors. These blanks 
will be distributed in a short time. At present there are 40. distil- 
leries in the United States manufacturing what might be termed 
** commercial alcohol." Quite a number of persons have exprest an 
intention to establish distilleries and engage in the manufacture of 
alcohol for denaturing purposes, but at this time it is not possible to 
surmise as to the number of distillers who will engage in the business. 
Third. You state- 
That at present regular distilleries only can engage in the manufacture, enabling 
the whisky trust'already to secure practically a monopoly. Is it proposed to ask Con- 
gress to let the farmer (as in Qermany) and others in on the manufacture of the product ? 
I regret to attack the law, but must if the present law is to stand favoring special 
interests. Is it proposed to further simplify the law, reducing the manufacture to the 
easy basis of cheese making, and cut out the ridiculous red tape of the *' regulations 
and Instructions?" I regret that I must attack this feature also and show how our 
people are to be prevented from making simple and cheap fuel by red-tape restrictions, 
unless assured that a change may be hoped for. 

In reply to this, you are advised that this Department does not 
make the law, but endeavors to administer it as it is past by Con- 
gress. As to what Congress proposes to pass I am not advised. 

This office knows of no processes by which alcohol can be manu- 
factured except by distillation, and as '^ regular" distilleries are the 
only kind recognized by the law, alcohol manufactured under the 
supervision of this Department must be manufactured at ** regular" 
distilleries. For your information, however, I will state that there 
is nothing mysterious or complicated about a ** regular" distillery, 
and that the manufacture of distilled spirits at a ** regular" distil- 
lery is probably simpler than the ** manufacture of cheese." 

The internal-revenue laws under which all Government distilleries 
are constructed and operated are necessarily full of detail, but at 
the same time these laws are so elastic and comprehensive that no 
honest man is barred from engaging in the business of manufactur- 
ing distilled spirits. There are absolutely no limitations as to the 

Digitized by V^jOOQIC 



133 

size of a distillery that can be operated under the law. There are 
over a thousand distilleries in operation now at each of which the 
daily spirit producing capacity is less than 30 gallons. ]&fany of 
these were set up on an outlay of less than $200. It is true that 
somewhat more elaborate and expensive machinery is required to 
produce commercial alcohol than is required to produce 100 per cent 
spirits, but that is due to the laws of nature and the laws of business 
and not to the internal-revenue laws. So far as the internal-revenue 
laws are coucerned, either in theory or practise, the smallest and 
crudest distillery can produce alcohol if, as a business proposition, 
it is deemed advisable so to do. 

The administrative features of the laws relating to the manufac- 
ture of distilled spirits and governing the operations of distilleries, 
and under which the business has grown up, have not been materi- 
ally changed for thirty years. The small distilleries have always 
been treated by this Department with the same consideration as the 
larger ones. The law does not favor one class of distilleries as 
against another, and if there is such a thing as a monopoly in the 
whisky business, it is not becauKe of the internal-revenue laws, or 
the manner in which they have been administered. The denatured 
alcohol law did not change the existing laws as to the operations of 
distilleries, but simply provides that alcohol produced at a regularly 
registered distillery set up and operated under existing laws can be 
withdrawn from bond free of tax, for use in the arts and industries, 
provided it is denatured, etc. 

This Bureau will endeavor to administer the denatured alcohol 
law in the same manner it has heretofore administered the law relat- 
ing to distilled spirits. If a farmer or other person desires to go into 
the business of manufacturing denatured alcohol, at a plant however 
small, he will be required to construct his plant in the manner pre- 
scribed by the general lav^s and regulations. He will be required to 
give a bond, the effect of which is to prevent him from defrauding 
the Government of the tax on any distilled spirits produced by him. 
He will be required to establish a distillery warehouse, to deposit 
the spirits produced by him in this warehouse, to establish a dena- 
turing bonded warehouse, and to tax-pay or denature just as he may 
wish the alcohol produced by him. All of this will be done under 
governmental supervision, but the Government pays for this super- 
vision. The manufacturer of alcohol does not bear one cent of it. 
There is no objection to a farmer manufacturing his alcohol in '^ his 
back yard " provided he wants to establish a distillery there. 

The interests of the Government and the manufacturers of and 
dealers in tax-paid distilled spirits will always necessitate such gov- 
ernmental supervision of the manufacture of spirits as will prevent 
frauds. As long as there is a tax on distilled spirits anything less 
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than a complete supervision of oM distilled spirits produced, whether 
for tax payment or denatnration, would result in gross frauds on 
the revenue, and would work hardships on honest dealers in and 
manufacturers of tax-paid spirits. If you will take the trouble to 
investigate you will find, in my opinion, that the laws and regula- 
tions relating to the manufacture of alcohol in Germany do not differ 
to any great extent from the laws and regulations in this country, 
and that so far as the manufacture of denatured alcohol by the 
American farmer is concerned, it is simply a business proposition, 
and he will not be greatly deterred from entering into the business 
by what you are pleased to term ** rediculous red tape of the regu- 
lations and instructions." The very fact that there are small inde- 
pendent distilleries established and operating all over the country in 
the manufacture of distilled spirits for beverage purposes ought to 
be sufficient answer to any claim that the present internal-revenue 
laws and regulations favor special interests. 

Respectfully, John W, Ybrkbs, Commissioner. 

lUr^ -— J ]^feyJ York. 



(T. D. 1068.) 

Duties of officers in connection with the mxinufacture^ 5ak, and use 

of denatured alcohol. 

[Circular No. 688.] 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, November P, 1906. 
The following instructions, supplemental to regulations No. 30, 
relative to denatured alcohol, are published for the information and 
guidance of collectors of internal revenue and others concerned : 

DBNATURISrO BONDSD WARBHOUSBS. 

1. Denaturing bonded warehouses established under the above- 
named regulations will be under the control of the collector of the 
district, and will be operated under the supervision of the store- 
keeper-gauger, or such other officer as may be assigned thereto by 
the Commissioner of Internal Revenue. 

2. Unless the amount of work to be performed is such as requires 
the assignment of an additional storekeeper-ganger, such work will 
be performed by the storekeepef^gauger in charge of the distillery to 
which the denaturing warehouse belongs, and all withdrawals of 
alcohol from bond for denaturing purposes, and all transfers of 
alcohol to such denaturing warehouse will be under his immediate 
supervision. o,™.ea.,^OOgie 
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3. It will also be the duty of the officer in charge to see that all 
alcohol and denatorants received at such warehouse are properly 
stored therein; that the same are properly used and accounted for 
by the distiller; that the alcohol so received is properly denatured 
and casked ; that the casks are properly gaged, marked, branded, and 
Stamped, and that all requirements of the regulations respecting 
such warehouse, and the denaturing of such spirits, are fully com- 
plied with. 

4. Where the denaturing bonded warehouse is connected with a 
distillery to which an additional storekeeper-ganger, or ganger, is 
assigned, such officer may, in the discretion of the Commissioner of 
Internal Revenue, also be assigned to duty at such denaturing ware- 
house, and the number of officers assigned to any denaturing ware- 
house, and the compensation allowed such officers, will depend on 
the demands of the service in each particular instance. 

DUTUBS OF BBTSNUB AGENTS, IK8FBCT0B8, ETC. 

5. It shall be the duty of all revenue agents, and all di^sion deputy 
collectors or special employees, and all additional revenue agents or 
inspectors hereafter appointed under the provisions of section 3 of 
the act of June 7, 1906, relating to denatured alcohol, t6 exercise 
careful supervision over the operations of denaturers of alcohol, 
dealers in and manufacturers using such denatu)*ed alcohol. 

6. The premises of all such denaturers, dealers, and manufacturers, 
and other premises where any considerable quantity of denatured 
alcohol is used or stored, should be visited frequently and at irregu- 
lar intervals, with the view of discovering any fraud or irregularity 
in connection with the manufacture, sale, or storage of such dena- 
tured alcohol. 

Investigations made in a perfunctory manner will in lio instance 
be tolerated, and any officer or employee who is found to be negli- 
gent or inefficient in the discharge of his duties under the law and 
regulations relating to denatured alcohol will be summarily separated 
from the service. It is not expected that officers and employees will 
conduct their investigations in such manner as to annoy or interfere 
unnecessarily wittf the business* of persons preparing or handling 
denatured alcohol. 

The intention of the law, and of this office, is to place on this busi- 
ness such restrictions only as are necessary to protect the revenue 
against fraud. Officers, in making their investigations, should keep 
this clearly in mind. They will, however, see that the law and regu- 
lations are faithfully complied with in every instance, and it will be 
the duty of every person engaged in this business to afford all neces- 
sary facilities to the inspecting officers as required by section 77 of 
the regulations named. Dg..^, by ^OOgie 
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7. To enable the officers to make the required ezaminationsy col- 
lectors will prei>are from their records each month lists of all persons 
who received denatured alcohol during the preceding month, in 
quantities exceeding 60 wine gallons, and the quantity so received 
by each. 

Division deputies receiving such list must, from time to time, 
investigate the purchases noted therein, and ascertain whether the 
alcohol' so purchased is being properly used and accounted for. 
They will note on each such list, and opposite the name of each pur- 
chaser visited by them, the date of their examination; and, in pre- 
paring their pay accounts Form 63|, they will append thereto a 
statement of the number of denaturers, the number of dealers, the 
number of manufacturers, and the number of other users of 
denatured alcohol investigated by them during the month. Such 
deputies will be held to a strict accountability for any violation of 
law or fraud on the revenue resulting from failure on their part to 
make the investigations here ordered. The required list, on which 
the visits of the deputy are noted, must be returned' by that officer 
to the collector, who will forward the same to the Commissioner of 
Internal Revenue. 

DBNATUREBS AND WHOLSftALB DBALBR8 TO KOTIFT 00LLBCT0R8 OF 8HIFMBHT8 OF 
OOMFLVTSLT DBlf ATURED AliOOHOL. 

8. In addition to the records required to be kept, each denaturer 
of completely denatured alcohol, and each wholesale dealer in such 
alcohol will enter on memorandum slips, to be furnished for that 
purpose, all shipments of such alcohol, specifying the serial numbers 
of packages, the number of proof gallons, the name and address of 
the party to whom shipped, and the date of shipment. 

A separate slip must be used for each shipment; and in case of 
removals from denaturing bonded warehouses, or from restoring and 
redenaturing plants such slips will be handed the officer in charge, 
who will, if found to agree with his 'records, immediately^heck and 
forward the same to the collector. 

9. Wholesale dealers may likewise deliver their memorandum 
slips to any visiting officer, to be verified and forwarded to the col- 
lector by such officer. If, however, the dealer's premises are not 
visited by an officer within ten days after the removal of the alcohol, 
such memorandum slips must, at or before the expiration of that 
time, and in no case later than the last day of the month, be for- 
warded by the dealer to the collector of his district. 

8H1PMEKT AKD RBCSIPTfi OF DENATUBED ALCOHOL TO BB TBBIFIED BT OOLLECTOBfl. 

10. On receipt of the memorandum slips above described, col- 
lectors will, as to all such slips covering cons^ji^n^^i^ll^to^heir 
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districts, retain and use the same as hereinafter prescribed. They will, 
however, immediately forward to the proper collectors all slips relat- 
ing to consignments to other districts, after the same have been verified 
by them, or by officers thru whom they were received. These mem- 
orandum slips are furnished as a convenient means for tracing alco- 
hol transferred from one person to another, in the .same or in differ- 
ent districts. Unless previously checked by the receiving officers, 
the slips should be first assorted with reference to the names of the 
shippers, and should then be checked, item by item, with the ship- 
per's transcripts. After being so cheeked, the slips should then be 
rearranged with reference to the names of the parties (dealers or 
manufacturers) to whom the alcohol was sold, and when so arranged 
should be likewise checked with the transcripts furnished by such 
partly. 

11. In cases where the alcohol reported sold and removed is not 
accounted for by the purchaser as received within a reasonable time 
after such removal, the collector will deliver to his deputy the memo- 
randum slip showing such removal or shipment. The deputy receiv- 
ing such memorandum will at once investigate the matter, and in 
case of alleged nonreceipt by the purchaser the deputy will, if the 
alcohol was shipped in the same district, obtain from the shipper 
evidence of shipments, and delivery, if made 

If the alcohol so reported shipped is not properly accounted for by 
the shipper or by the alleged purchaser, or if the alcohol so unac- 
counted for was shipped from another district, the collector will 
report the case to the Commissioner of Internal Revenue for his 
action. 

12. In case of loss of denatured alcohol in transit, proof of loss 
must be furnished by the shipper. Such proof may consist of the 
sworn statement of the shippers, accompanied by the duplicate biU 
of lading, and a sworn statement of the agent of the transportation 
company, setting forth the facts relative to such loss. The evidence 
so furnished will be submitted to the Commissioner of Internal Reve- 
nue, who will, if the facts warrant, authorize the collector to enter 
proper credit on the shipper's transcript filed in his office. 

Where denatured alcohol is alleged to have been lost by accidental 
fire or other casualty while stored on the premises of any denaturer, 
dealer, or manufacturer, evidence of such loss must be furnished, 
and if such evidence is satisfactory to the Commissioner of Internal 
Revenue, the collector of the district will likewise be authorized to 
note the proper credit on the records of his office. 

John W. Tbbkbs, Commi8sio7ier. 
Approved : 

Lbsub M. Shaw, Secretary of the Treasury. 
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(T. D. 1069.) 
Denatured alcohoL 

The use of denatured alcohol can not be allowed in the manufacture of flavoring 

extracts or essences. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, November 16^ 1906. 

Sirs: Tour letter of the 10th instant, addrest to the honorable 
Secretary of the Treasury, has been referred to this office for reply. 
You ask, ** Will the new denatured alcohoMaw apply to the manu- 
facture of flavoring extracts ? Will adding 5 per cent of oil lemon 
to alcohol be considered as being denatured ?" 

In reply, you are informed that flavoring extracts or essences, such 
as extract of lemon, vaniUa, etc., while not ordinarily sold or used 
as beverages, are readily susceptible of being used in this way, and 
frequently enter as a component part into compounded beverages. 
They are much better adapted to beverage purposes than most alco- 
holic liquid medicinal preparations. To allow the use of tax-free 
alcohol in your line of manufacture, therefore, would undoubtedly 
lead to serious frauds on the revenues, and gross abuse of the privi- 
leges of the law by unscrupulous persons. 

I am obliged, therefore, to answer your question in the negative, 
and to inform you that neither completely nor specially denatured 
alcohol can be used in the manufacture of flavoring extracts, such 
as essence of lemon, extract of vanilla, etc., or any similar prepara- 
tion capable of being used as a beverage. 

Respectfully, John W. Ybrkbs, Commissioner. 

Messrs. . 



(T. D. 1070.) 

Denatured alcohol. 

Alcohol can not be used free of tax in the manufacture of sulphuric ether, which is 
a ''liquid medicinal preparation." 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, November 16 ^ 1906. 
Sir: Tour letter of the 9tli instant has been received, asking for 
information as to the use of alcohol tax-free in the manufacture of 
sulphuric ether. 

In reply, you are informed that alcohol used for the production of 
sulphuric ether, which is a liquid medicinal preparation, is expressly 
excluded from the benefits of the act of June 7, 1906, by the lan- 
guage of the law itself. If you will refer to the debates in Con- 
gress at the time of the passage of the act, you will see that the 
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Senator in charge of the bill on the floor of the Senate distinctly 
stated that no other construction conld be placed upon the language 
of the law. 

I understand that a considerable part of the ether made by you 
is used in the arts and for purposes other than medicinal, but it 
would be impossible for this office to make any distinction between 
the product as used in medicines and the same product as used for 
other purposes. 

Respectfully, John W. Yerkbs, Conwiissioner. 



Mr. 



(T. D. 1071.) 
Denatured alcohol. 

Druggists who carry stocks of liquors and handle the same as beverages, to be treated 
in exactly the same manner as ordinary liquor dealers, and will not come within 
the ezemption.-^RelatiTe to storage of denatured alcohol and keeping record of 
amount purchased and disposed of. 

Treasury Department, 
Office of Commissioner of Internal Bevenub, 
Washington^ D. C, November i7, 1906. 

Gentlemen: Your letter of the 12tli instant, in which you ask in 
reference to the manner you shall handle denatured alcohol, has 
been received. 

You state that you are a wholesale druggist and have wholesale 
and retail liquor dealers' ^ licenses." You state further that your 
liquor room is in the basement of your main building, and that 
across the alley from your main building you have a warehouse 
which you could use for storing denatured alcohol, if it is necessary 
for you to store it in a separate building, and you ask if you use this 
warehouse will you be required to have a room especially constructed 
in which to store the denatured product. 

In reply, your attention is called to section 39 of regulations No. 
30, which reads as follows: 

Neither completely nor specially denatured alcohol shall be kept or stored on the 
premises of the following classes of persons, to wit: Dealers in wines, fermented 
liquors, or distilled spirits, rectifiers of spirits, manufacturers of and dealers in bever- 
ages of any kind, manufacturers of liquid medicinal preparations, or distillers (except 
as to such denatured alcohol in stamped packages as is manufactured by themselves), 
manufacturers of vinegar by the vaporizing process and the use of a still and mash, 
wort or wash, and persons who, in the course of business, have or keep distilled spirits, 
wines, or malt liquors, or other beverages stored on their premises, provided that 
druggists are exempt from the above provisions. 

The exempting dause of this section is intended to apply to per- 
sons, firms, or companies who as druggists handle distilled spirits in 
the preparation of medicines, or who sell tax-paid alcohol in the 
manner in which it is ordinarily sold by druggists. The exemption 
was not intended to apply to druggists who are also rectifiers orUqUor 
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dealers and who manufacture or sell beverages made in whole or in 
part from distilled spirits, wines or malt liquors. Druggists who carry 
stocks of liquors and handle these liquors as beverages will be treated 
in exactly the same manner as ordinary liquor dealers, and will not 
come within the exempting clause of section 59 above quoted. 

It is presumed from the statements in your letter that you handle 
distilled spirits as a beverage and that you are in fact, in the strictest 
sense of the word, a liquor dealer as well as a druggist. If this is 
correct, then permit can not be issued to you authorizing you to store 
denatured alcohol on the same premises upon which your stocks of 
liquors are stored. 

The question whether or not permit can be issued to you to store 
denatured alcohol in the warehouse ** across the alley'* from your 
main building will depend upon whether or not within the true 
intent and meaning of the regulations said warehouse is a part of 
the same premises as your main store. 

The question of whether or not two buildings or parts of the same 
building constitute the same premises, will have to be determined in 
a large measure by the local ofl&cers — that is, the collector of internal 
revenue or his deputy. You should file, with the collector for your 
district, application for permit to deal in denatured alcohol, submit- 
ting therewith diagram of your premises showing the connection 
between the several buildings and parts of buildings, etc. 

You will be required to secure permit as dealer in denatured alco- 
hol, and to keep the books required of such dealers. You can not 
keep the record of denatured alcohol purchased and disposed of by 
you on your Forms 52 a and 52 6, but must keep a separate record 
showing your transactions in the denatured product. 

I have forwarded to you under another cover regulations No. 30. 
Part 2 relates to the handling of denatured alcohol by dealers. 

Respectfully, John W. Ybrkbs, Commissioner. 

Messrs. . 

(T. D. 1072.) 
Special tax — Agents of wholesale liquor dealers. 

Persons acting for wholesale liquor dealers in taking orders for whisky and receiving 
a commission on the orders sent in do not thereby inyclve themselves in special-tax 
liability if the whisky is shipped by the wholesale liquor dealer directly to the 
customers ordering, and these agents are not in any way charged for the shipments 
and are not looked to for pay therefor. 

Treasury Department, 
Oepicb op Commissioner of Internal Revenue, 

Washington^ D. C.^ November 16 y 1906. 
Sir: Your letter of the 14tli instant has been received, submitting 
the question of the special-tax liability of persons employed by 
wholesale liquor dealers in other States to take orders for whisky 
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and to send these orders in to the wholesale house, they receiving a 
commission, as you state, ^* say, of 50 cents a gallon, either in whisky 
or money, for all orders which are accepted when shipped to the parties 
C. O. D. through the express office." 

If the persons thus acting on commission neither receive nor have 
any hand in the delivery of the whisky to the customers whose orders 
they have taken therefor, but merely solicit these orders and send 
them on to the wholesale liquor dealers who ship the whisky ordered 
directly to the customers by express, and these agents are not in any 
way charged for these shipments and are not lookt to by the whole- 
sale liquor dealers for pay for these shipments, they are not, in the 
opinion of this office, involved in any special-tax liability under the 
internal-revenue laws of the United States on this account, even 
tho they receive a commission, either in whisky or money, for solic- 
iting and transmittng these orders. 

They are not to be regarded as oflfering whisky for sale and thereby 
subjecting themselves to special tax when they merely solicit and 
receive orders for whisky without having any whisky on hand to 
deliver to the persons ordering. In United States, plaintiff in error, 
V, George F. Chevallier, the circuit court of appeals held that goods 
are offered for sale at the place where they are kept for sale and 
where a sale may be effected; and that they are not offered for sale 
elsewhere by sending abroad. an agent with samples, or by establish- 
ing an office for the purpose of taking orders. See this decision in 
full in 107 Federal Reporter, 434, and in Treasury Decisions of 
1901 (T. D. 310, pp. 66, 67, and 68). 

Respectfully, John W. Terkbs, Commissioner. 

Mr. Wm. E. Glasscock, 

Collect'Or Internal RevenuSy Parkersburg^ W. Va, 



(T. D. 1073.) 

Denatnred alcohol. 

Retail dealers' record, Form 566. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wasliingtony D. 0., November 20^ 1906. 
Sir: Application having been made to this office by a stationer in 
your district for permission to furnish, for the use of retail dealers 
in denatured alcohol, the prescribed record, Form 566, in tablet 
form and size, yon are advised that this office sees no objection to 
having the record named prepared as proposed. Collectors of inter- 
nal revenue are therefore authorized to so inform stationers and 
publishers applying for sample sheets of that record. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. Ferdinand Eidman, Collector Third Distr^gr^^^^e^ 
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(T. D. 1074.) 

Denatured alcohol. 

Use of alcohol tax free not allowed in the manufacture of liniments. 

Tbbasurt Depabtment, 
Office of Commissionbb of Intebnal Revenue, 

Washington^ D. C, November 19, 1906. 
Gentlemen: Your letter of the 15th instant has been received, 
asking if a special formula will be authorized for the denaturing of 
alcohol used in the preparation of liniments for external use only. 

In reply, you are informed that alcohol used in the manufacture 
of liniments, which are liquid medicinal preparations, is expressly 
excluded from the benefits of the act of June 7, 1906, by the language 
of the law itself. This being the case, no special denaturant can be 
authorized for this line of manufacture. 

Respectfully, John W. Yerkbs, Commissumer. 

Messrs. . 



(T. D. 1075.) 
Wholesale liquor dealers^ stamps. 

Withdrawal of small quantity from a package covered by proper marks and stamps, 
and reduction in proof of the contents remaining will hot justify issuance of 
wholesale liquor dealers' stamp.—Circular 682 explained. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington J D. C, November 20, 1906. 

Sir: This office is in receipt of your letter of the 15th instant, in 
which you refer to Circular 682, directing collectors, on and after 
January 1, 1907, to decline to issue a wholesale liquor dealer's stamp 
for use on any package not filled on the premises of a wholesale 
liquor dealer, or for use on any unbroken package bearing the marks, 
stamps, and brands required by law. You inquire whether this cir- 
cular applies to a case where a duly qualified rectifier, wholesale and 
retail liquor dealer takes a package of rectified spirits just filled on his 
premises, immediately cuts the slip from the stamp for rectified spirits 
thereto attached and makes application on Form 92 for a wholesale 
liquor dealer's' stamp to cover the same package with the proof 
slightly reduced, the difference or surplus quantity resulting from 
the reduction having been disposed of to himself for retail. 

In reply, you are informed that said circular is held to apply to 
such a case. Collectors should refuse, on and after January 1 next, 
^0 issue a wholesale liquor dealer's stamp to cover.a Joai^Lage so 
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manipulated. A wholesale liquor dealer who is also a retail liquor 
dealer and who desires to dispose of spirits to himself at retail may 
enter off an entire package for retail on book, Form 52, or he may 
be allowed to fill one or more packages containing not less than 5 
wine gallons each and enter them, or any of them, on the book, 
Form 52, to himself for retail, first having procured wholesale liquor 
dealers' stamps to cover such derived packages. The remnant, if 
any, of 5 wine gallons or more must also be covered by a wholesale 
liquor dealer's stamp. 

Respectfully, John W. Terkbs, Commissioner. 

Mr. Hbrman F. Cbllarius, 

Collector First Districty Cincinnati^ Ohio. 



(T. D. 1076.) 
Stamps and brands on cases of hoUled-in-hond whisky. 

Cases of bottled-hi-boDd whisky must bear the stamps, marks, and brands intact. 
Removal or defacement prohibited by law. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, November 28, 1906. 

Sir: Tour letter of the 15tli instant has been received, inclosing 

a letter from the Drug Company relative to destroying the 

stamps and brands on cases of bottled-in-bond whisky. You state 
it is your understanding that to remove the stamps and brands would 
be a violation of the law and render the goods subject to forfeiture, 
and you ask to be advised in regard to the matter. 

It appears from their application under date of the 14th instant 
that they have received requests from some of their customers to 
'^ scratch all marks on casescontaining whisky bottled in bond before 
making shipment, the idea, of course, being that the merchant pre- 
fers not to receive cases so branded." They also state it has been 
their understanding that this would be illegal, but they are informed 
that, practically, all jobbing houses in the Northwest are shipping in 
this way, and they ask for a ruling covering these conditions. 

In reply, you are informed that your own understanding and that 
of this company is correct. Section 6 of the act of March 3, 1897 (29 
Stat., 626), allowing the bottling of distilled spirits in bond, provides 
that>— 

Any person * * * who shall wilfully remove, change or deface any stamp, 
brand, label or seal affixed to any such case or to any bottle contained therein, shall 
for each such offense be fined not less than one hundred nor more than one thousand 
dollars, and be imprisoned not more than two years, in the discretion of the court, and 
such spirits shall be forfeited to the United States. ■ r\r\nii> 
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This provision of the law is explicit and mnst be respected accord- 
ingly. You will take proper action in any cases which may come to 
your notice of snch violations of the law. ♦ ♦ ♦ 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner, 
Mr. F, VON Batjmbaoh, 

Collector Internal Revenue^ St. Paulj Minn. 



(T. D. 1077.) 



Supplemental reguLaiions governing withdrawal of distilled spirits 
from bonded warehouse for use of the United StateSy free of tax^ 
under section SJ^Bi^ Revised Statutes. 

[Circular No. 98— Int. Rev. No. 684.] 

Treasury Department, November 30, 1906. 

Article 2 of the regulations prescribed by Circular 104 of Decem- 
ber 23, 1904, governing the withdrawal of spirits for the use of the 
United .States, free of tax, is hereby modified to read as follows: 

**Art. 2. Upon receipt of the foregoing application, duly executed, 
a permit for the withdrawal of the spirits will be issued in dupli- 
cate, the original of which will be forwarded to the collector of the 
district and the duplicate to the Department making the application 
for withdrawal, which Department will transmit it to the party to 
whom the spirits are to be delivered for shipment, who will sign the 
receipt indorsed on the back thereof, and deliver same to the col- 
lector of internal revenue." 

The last paragraph of Department Circular 50 of April 11, 1905, 
which requires the receipts of both the officer of the Department 
for which the spirits are to be withdrawn and the principal to the 
transportation and delivery bond to be indorsed on the duplicate 
permit, where the bond is a continuing one, is also modified so as to 
require only the receipt of the principal to the bond. The eflfect of 
the above provisions being to do away with the signature, on the 
duplicate permit, of the head of the Department, head of bureau 
not under control of any Department, or that head of bureau under 
any Department which is charged with the purchase of supplies for 
the use of that Department, collectors are charged to see that the 
requirement that the certificate of receipt. Form 545, be approved 
by that officer, unless the certificate is issued by him, is strictly com- 
plied with before credit is given on the transportation and delivery 
bond. 

Leslie M. Sha^ 
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(T. D. 1078.) 

Denaiwred alcohol. 

Special denaturant authorized for alcohol used in the manufacture of celluloid, pyralin, 

and similar products. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WcLshington^ D, C, December i, 1906. 
Sir: You will please inform , manufacturers of cellu- 
loid in your district, and the , jnanufacturers of pyralin, 

that the following formula has been authorized as a special denatur- 
ant in the manufacture of celluloid, pyralin, and similar products: 
To 100 gallons of alcohol add 7 pounds of camphor and 5 gallons 
of commercially pure methyl alcohol. 

The methyl alcohol must have a specific gravity of not more than 
.810 at 60^ F. 

You will please inform the manufacturers of the authorization of 
this special denaturant. 

Respectfully, John W. Yerkes, Commissioner. 



Mr. 



(T. D. 1079.) 

Denatured alcohol. 

Special denaturant authorized for alcohol used in the manufacture of transparent soap. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, December i, 1906. 
Sir: You will please inform Messrs. , soap manufac- 
turers in your district, that the following formula has been author- 
ized as a special denaturant for alcohol used in the manufacture of 
transparent soap: 

To 100 gallons of alcohol there shall be added 6| gallons of the 
following mixture: 

Five gallons of commercially pure methyl alcohol, having a specific 
gravity of not more than .810 at 60** F. 
One gallon of castor oil. 

One-half gallon of 36^ Baum^ caustic soda lye. 
The denaturing mixture is best prepared by dissolving the castor 
oil in the methyl alcohol, and then adding the soda lye. 

Respectfully, John W. Yerkes, Commissioner. 

Mr. . 
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(T. D. 1080.) 

Instructions concerning records and reports relating to denatured 

alcohol. 

[Int. Rev. Circular No. 685.] 

Treasury Department, 
Office of Commissioner of Internal Revbnub, 

Washington^ D. C, December 5, 1906. 

BECORDS. 

1. With the view of reducing, as far as practicable, the work con- 
nected with the recording of denatured alcohol, collectors are author- 
ized, in keeping the prescribed Records 131, 134, and 137, to enter 
therein transactions during the month in aggregate only. One or 
more pages of each record should be assigired to each distiller, manu- 
facturer, or redenaturer, as the case may be, so that a separate and 
continuous record of the transactions of each such person may be 
kept. 

2. Until otherwise directed, collectors will not be required to keep 
the Record '^ 15 b," prescribed in section 25 of regulations No. 30. 
In lieu of that record the oflScers' monthly reports, Form 575, show- 
ing transactions at denaturing bonded warehouses, when received 
by collectors, will be filed in record form (unfolded) and in chrono- 
logical order. 

3. Collectors, also, will not be required to keep the record, pre- 
scribed in section 104 of said regulations, of specially denatured alco- 
hol received and used on the manufacturer's premises. 

In lieu of such record, the manufacturers' transcripts (Form. 567) 
will be filed in the collector's office in record form as above indicated. 
As this method of filing records will materially assist collectors in 
preparing their own records, and in tracing shipments and receipts 
of denatured alcohol, it is suggested that all transcripts and monthly 
reports of officers received be so filed. 

4. As announced in T. D. 1053, manufacturers using completely 
denatured alcohol are required to keep records in cases only where 
the alcohol so used is recovered for reuse. In such cases the Records 
567, 568, and 569, prescribed in Parts lY and Y of the regulations, 
will be kept by such manufacturers. The title of Record 567 should, 
however, in such cases be changed, so as to read '* Completely dena- 
tured alcohol," instead of ** Specially denatured alcohol." 

RBPORTS. BTC. 

5. Collectors will see that all daily and monthly reports received 
from officers assigned to denaturing bonded warehouses or to restor- 
ing and redenaturing plants, and all transcripts of records kept by 
denaturers, dealers, or manufacturers, are carej^^y^v^amined and 
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oomparea, with the view of determining whether the alcohol dena- 
tured and shipped to snoh dealers or mannf aotnrera is duly accounted 
for. They will also see that all duplicates of such reports and 
transcripts are promptly forwarded to this office for review. 

6. Collectors will also prepare and furnish this office, not later 
than the 15th day of each month, a statement showing, in aggregate^ 
the transactions in denatured alcohol in their respective districts 
during the preceding month. These monthly statements will be 
made on Form 598, blanks of which form will be furnished on requi- 
sition. Blanks of memorandum slips, prescribed in Circular 683, for 
use of denaturers and wholesale dealers in denatured alcohol, will 
also be furnished on requisition. Collectors will see that all such 
parties are supplied with these blanks, which are cataloged under the 
following numbers: 

Form 596. — ^Memorandum of denatured alcohol shipped from dena- 
turing bonded warehouse or restoring and redenaturing plant. 

Form 597. — ^Memorandum of denatured alcohol shipped by whole- 
sale dealers. 

John W. Ybbkbs, Commiastoner. 

Approved: 

Lbsub M. Shaw^ Secretary of the Treasv/ry. 



(T. D. 1081.) 

Anntud inventories to he Toade hy cigar and tobacco manufacturers 

and verified hy deputy collectors. 

Trbasurt Dbpabtmbnt, 
Officb of Commissionbb of Intbrnal Rbvbnub, 

Washington, D, C, December 8, 1906. 
To collectors of internal revenue: 

I have deemed it proper at this time to call the special attention 
of collectors and their deputies to the provisions of sections 3358 and 
3390 of the Revised Statutes of the United States. These sections 
of law require manufacturers of tobacco and cigars, respectively, to 
make on the first day of January of each year true inventories of the 
stocks of tobacco materials, manufactured products, and unattached 
stamps held or owned by them on that date. Collectors are also 
required to make such personal examination of stocks as will satisfy 
them as to the correctness of the inventories. 

In order, therefore, that these requirements may be complied with, 
collectors are instructed to see that each manufacturer is supplied 
during the present month with the necessary inventory blank. Form 
70a or 706, and that each inventory is verified by a deputy collector 
as soon after the first of the year as possible, deputies being directed 
to so arrange their routes as to accomplish their work not later than 
the SOth day of January. ^^^^ ^y^OOgie' 
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As these inventorieB are important elements in making np the 
statements of accounts of tobacco and cigar manufacturers each year, 
it is essential that all doubt as to their accuracy should be eliminated 
before the accounts are prepared. 

Upon receipt of these inventories, properly verified, collectors will 
prepare their annual abstract statements on Forms 144 and 146 of 
accounts of cigar and tobacco manufacturers, respectively, in their 
districis for the year 1906, and complete and forward same within 
ninety days from the first day of January. 

Special attention is called to notes 5 and 6 of instuctions printed 
on the back of Form 144 ; to pages 41 and 52 of regulations No. 8, 
revised, relating to inventories, and to the third imragraph on page 
68, which relates to deficiencies discovered at the time an annual 
inventory is filed. 

Attention is also called to T. D. 20480 (vol. 1, 1899), relating to 
the outside storage of leaf tobacco by manufacturers, and to T. D. 
21449 (vol. 2, 1899), relating to imported cigar leaf tobacco not 
received at the factory and which can not properly enter into the 
manufacturers' accounts. 

John W. Terkbs, Commissioner. 



(T. D. 1082.) 

Amendment of section 26 y regulations No. SOj concerning denatured 

alcohol. 

[Int. Rev. Circular No. 686.] 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wa^hingtonj D. C, December 10 ^ 1906. 
Section 26 of the regulations and instructions concerning denatured 
alcohol, issued September 29, 1906, is amended by inserting after the 
words ."approved benzine,*' in the ninth line of said section, the fol- 
lowing: 

" Or methyl alcohol and approved pyridin bases^ in the following 
proportions: To every 100 parts by volume of ethyl alcohol of the 
desired proof (not less than 180^) there shall be added two parts by 
volume of approved methyl alcohol and one-half of one part by 
volume of approved pyridin bases— for example, to every 100 gallons 
of ethyl alcohol (of not less than 180'' proof) there shall be added 2 
gallons of approved methyl alcohol and one-half gallon of approved 
pyridin bases.'' 

NOTB.— Methyl alcohol intended for use as a denaturant must conform to the iped- 
preacribed in Gfieolar No. 880. ^g,,,, ,^ ^OOglC 
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Pyridin bases intended for nse as adenaturani must conform to the 
following specifications: 

Specifieatumsfar pyridin bases submitted for approval as a denaturing materiaL 

FTBinm BABES. 

1. Color. — The liquid must meet the same requirements as to color 
that are imposed upon wood alcohol. (See Circular No. 680.) 

2. Reaction with cadmium chloride. — Ten cc. of a solution of 1 cc. 
of pyridin bases in 100 cc. of water are treated with 5 cc. of a 5 per 
cent aqueous solution of anhydrous fused cadmium chloride, and the 
mixture vigorously shaken. Within ten minutes an abundant crystal- 
line separation should take place. 

3. Behavior with Nessler^s reagent. — ^With 5 cc. of Nessler's reagent, 
10 cc. of the above solution of pyridin bases must give a white pre- 
cipitate. 

4. Boiling point. — When 100 cc. are subjected to the determina- 
tion of the boiling point in the same manner as prescribed for wood 
alcohol, at least 50 cc. must distil at 140? C. and at least 90 cc. at 
160° C. 

5. MisdhUity with water. — The same requirements must be met 
as are imposed upon wood alcohol. (See Circular No. 680.) 

6. Content of water. — When 20 cc. of pyridin bases are shaken 
with 20 cc. of a solution of caustic soda, with a specific gravity of 
1.4CK), and the mixture allowed to stand for some time, at least 18.5 
cc. of the pyridin bases must separate from the solution. 

7. Alkalinity. — One cc. of pyridin bases dissolved in 10 cc. of 
water are titrated with normal sulphuric acid until a drop of the 
mixture placed upon Congo paper sho\i s a distinct blue border, which 
soon disappears. It must require not less than 9.5 cc. of the acid 
solution to produce the reaction. 

The Congo paper is prepared by treating filter paper with a solution 

of 1 gram of Congo red in 1 liter of water, and drying it. 

John W. Ybrkbs, Commissioner. 
Approved: 

Leslie M. Shaw, Secretary of the Treasury. 



(T. D. 1083.) 

Denatured alcohol. 

Formula for apecial denaturant to be lued in the manufacture of shellac Tarnishes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington y D. C, December lly 1906. 

Sir: You will please inform the r Company, manu- 

f actorers of paints and varnishes in yonr district, that, in accordance 
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with section 80 of regnlattons No. 30, the following formnla has been 
authorized as a special denatorant for nse in the manufacture of shel- 
lac varnishes: 

To 100 parts by volume of ethyl alcohol shall be added 5 parts 
by volume of methyl alcohol. 

The methyl alcohol shall be subject to the same specifications as 
are imposed upon the methyl alcohol used in completely denatured 
alcohol, which are set forth in Circular No. 680. 

Respectfully, John W. Yebkbs, Commissioner. 

Mr. H. L. Hertz, CoUectar Internal Revenue^ Cfhicago^ lU. 



(T. D. 1084.) 
Denatured alcohol. 



How druggists, who are technically under the intemal-revenue laws liquor dealers, 
but do not handle distilled spirits as beverages, can secure permits to deal in dena- 
tured alcohol, on the same premises on which they keep their stock of tax-paid 
alcohol. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtonj D. C, December 11 j 1906, 
Sir: I am iu receipt of your letter of the 7th instant, in which you 
say that numerous letters are coming to you from druggists in vari- 
ous sections of the country who complain that under the construc- 
tion of the regulations concerning dealers in completely denatured 
alcohol, in letter of November 17, 1906 (T. D. 1071), it is impossible 
for them to secure permits to deal in denatured alcohol. 
You say — 

The difficulty of which the druggists complain arises through the construction of 
the term ''liquor dealer.*' While practically all of the druggists in the country have 
United States licenses to deal in distilled spirits, they are not "liquor dealers" in the 
sense that they seU distilled spirits for beverage purposes. In nearly all cases these 
spiritp are intended only for medicinal purposes, and comparatiTely few dirugglsts 
sell liquors for use as a beverage. As it would be a great hardship to refuse permission 
to more than 40,000 druggists to deal in completely denatured alcohol because a few 
druggists also sell distilled liquors to be used as a beverage, we would respectfully 
suggest that the ruling of the Treasury Department of November 17 be modified ^ 
as to allow of a permit to be issued to all retail druggists who file affidavits to the 
effect that they sell distilled spirits for medicinal purposes only. 

In reply, I will say that it seenvs to this office that the decision in 
question is clear enough and needs no explanation or modification 
in order to enable druggists who are entitled to permits to secure 
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same. It was the intention of said decision to do exactly what yon 
suggest is proper, to wit, to include in the exempting clause of sec- 
tion 59 of regulations No. 30, druggists who handle distilled spirits, 
etc., as medicines, or who sell tax-paid alcohol to be used as alcohol 
in mechanical or medicinal ways and to exclude from said exempting 
clause druggists who ^handle beer, wines, whiskies, brandies, etc., as 
beverages. 

That there may be no possible room for misunderstanding the 
position of this office I will state that because a druggist holds a 
special-tax stamp as a liquor dealer, it is not to be assumed that he 
sells distilled spirits as a beverage. It is understood that many drug- 
gists, probably a majority of them, sell pure tax-paid ethyl alcohol 
for mechanical and medicinal purposes and that some sell whiskies, 
wines,* brandies, etc., in a limited way on physicians' prescriptions 
as medicines. Under the internal-revenue special-tax laws such 
druggists involve themselves in special-tax liability as liquor dealers, 
but they are not such liquor dealers as are excluded from the exempt- 
ing clause of section 59 of regulations No. 30, unless they handle 
spirits as beverages. On the one side are druggists who may be 
technically under the internal-revenue laws liquor dealers, but who, 
not selling distilled spirits, wines, or malt liquors as beverages, can 
secure permits to deal in denatured alcohol on the same premises on 
which they keep their stock of tax-paid alcohol, etc., stored; on the 
other side are druggists who handle distilled spirits, etc., as bever- 
ages in the same manner as such spirits are handled by liquor stores 
and who therefore can not secure permits authorizing them to deal 
in denatured alcohol on the premises on which they sell their bever- 
age liquors or keep them stored. 

As to whether a druggist comes within one or the other class depends 
upon the facts in each particular case. You suggest that some uni- 
form method of determining and disclosing the facts be adopted and 
you submit a form of an affidavit setting forth that the applicant 
does not deal in distilled spirits as a beverage, said affidavit to be 
filed with the application for permit. Upon this point I will state 
that this office sees no objection to the use of an affidavit of the kind 
suggested by you, but does not deem it necessary to prescribe such 
an affidavit as a form. It is thought that such additional clause or 
words as may be necessary to state the facts in each particular case 
can be added to the regular application for permit — Form No. 579. 
All that will be necessary will be for the applicant to show, either in 
the face of the form or by separate affidavit, that under this decision 
and section 59, regulations No. 30, he is entitled to permit. 

Respectfully, John W, Terkes, Commissioner. 

Mr. , New York. 
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(T. D. 1086.) 

Denatured alcohol. 

Dealers in varnishes, shellacs, paints, etc., who are technically liquor dealers under 
the internal-revenue laws but do not sell spirits as beverages, may hfive permits 
issued to them to deal in denatured alcohol at the place where tax -paid alo^ol is 
kept. The same rule applies to them as to druggists. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtony D. C, December 7, 1906. 

Gentlemen : I am in receipt of your letter of the 5th instant, in 
which you make certain inquiries in regard to the handling of 
denatured alcohol. Tou state that you have made application to the 
internal-revenue collector of your district for permits to deal in 
completely denatured alcohol at wholesale and retail, and that you 
are informed that it is necessary for you to construct a separate 
room on your premises for keeping the denatured product. You do 
not understand why you should be required to construct such separate 
room, and you ask for information on this point. 

Tou state you do not manufacture anything at street (your 

place of business), all of your goods being manufactured at 513-619 

West 58th street, New York; that the premises at street (your 

place of business) consist of a store and office and three lofts, where 
you sell varnishes, paints, and dry colors, and occupy the whole 
building. 

You state further that — 

At the present time we have a retail-liquor license, as we sell grain alcohol in small 
quantities, less than 5 gallons, and this is the only thing that we sell, in a small 
way, which might be construed as being liquor dealers, but if this should interfere 
with the granting of our permit for the sale of denatured alcohol, we will give up 
this license on January 1, 1907. * ♦ ♦ 

In reply, you are advised that, not being manufacturers at 



street (your place of business), and using no denatured alcohol as 
manufacturers at said place, section No. 75 of regulations No. 30 does 
not apply to you, and you will therefore not be required to provide 
a room in which to keep the denatured alcohol as prescribed by said 
section. 

The only question seems to be whether or not you can keep dena- 
tured alcohol stored on your premises at street, your place of 

business, and continue to keep tax-paid alcohol stored on said 
premises, and deal in it as indicated in your letter. By reference to 
section No. 69, regulations No. 30, you will note that denatured 
alcohol can not be stored on the premises of dealers in distilled 
spirits, wines, or malt liquors, or of persons who, in the course of 
business, have or keep distilled spirits, wines, or^p^jjl^^uors stored 
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on their premises. Draggists are specially exempted from the pro- 
visions of this section. Yon are dealers in varnishes, shellacs, paints, 
etc., and could not be classed as druggists, but your business is very 
similar to the business of druggists and the same reasons that sug- 
gested that druggists be exempted from the provisions of section 
No. 59 apply to you. It is understood from your statement that you 
handle in a retail way tax-paid grain alcohol in practically the same 
manner as it is handled by druggists; that you sell such alcohol in 
the course of your business as dealers in varnishes, paints, etc. ; that 
you do not sell whiskies, wines, malt liquors, or beverage spirits, 
and altho you are technically liquor dealers under the internal-revenue 
laws, because of the sale of alcohol made by you, you do not sell 
liquors as a beverage. If such is the case, then permits may be issued 
to you to deal in denatured alcohol at your store in spite of the fact 
that you are retail liquor dealers there. 

BespectfuUy, John W. Ybrkes, Commissioner. 

Messrs. , New York. 



(T. D. 1086.) 
Denatured alcohol. 



Denatured alcohol and beverage liquors can not be stored on the same premises. A 
department store can not be permitted to store denatured alcohol in its drug depart- 
ment when it has a wholesale liquor and rectifying establishment in its grocery 
department on the same premises. Where there is a warehouse for storing denatured 
alcohol on separate premises, a permit can be issued. 

Treasury Department, 
Office of Commissioner of Internal Reventte, 

Washington, D. C, December 12, 1906. 
Gentlemen: I am in receipt of your letter of the 10th instant, in 
which you state — 

We are desirous of ascertaining whether there can be anything in the regulations 
which will prevent a department store like ours from selling denatured alcohol in our 
drug department in sealed packages of less than 4i gallons. 

Our drug department is situated on the main floor of our building. We have a 
wholesale liquor and rectifying license in our grocery department on the fifth floor. 

In reply, your attention is called to section 59, regulations No. 30, 
regulations and instructions concerning denatured alcohol, which 
reads as follows: 

Neither completely nor specially denatured alcohol shall be kept or stored on the 
premises of the following classes of persons, to wit: Dealers in wines, fermented 
liquors or distilled spirits, rectiflers of spirits, manufacturers of and dealers in bever- 
ages of any kind, manufacturers of liquid medicinal preparations, or distilleis (except 
as to such denatured alcohol in stamped packages as is manufactured by themselves), 
manufacturera of vinegar by the vaporizing process and the use of a still and mash, 
wort, or wash, and persons who, in the course of business, have or keep distilled spirits, 
wines, or malt liquors, or other beverages stored on their premises. Provided that 
druggists are exempt from the above provisions. 
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You will note that druggists are exempt from the provisions of 
said section. This office holds, however, that druggists who deal in 
distilled spirits, wines, or malt liquors as a^ beverage do not come 
within the exempting clause, that they are in the same class as 
ordinary liquor dealers and can not store denatured alcohol for sale 
or for any other purpose on the same premises on which they store 
their stock of distilled spirits, wines, or malt liquors. The object of 
section 59 is to prevent denatured alcohol and beverage liquors from 
being stored on the same premises. 

It is understood from your letter that all five or more stories of 
your store constitute the same premises, that there are means of 
interior communication, such as elevators, etc., from one story to the 
other, and that in going from one story or part of your store to the 
other you remain on your own premises. Your liquor department on 
your fifth floor and your drug department (in which you propose to 
keep stored and sell denatured alcohol) on your first floor, are there- 
fore, a part of the same premises. Under these circumstances permit 
to deal in denatured alcohol and keep the same stored in the dsug 
department or in any other department similarly located with refer- 
ence to your liquor department, can not be issued. 

If you have premises — such as a warehouse — separate from your 
main store and not constituting a part of the same premises and 
there are no means of interior communication between such premises 
and your main store, then permit may issue, authorizing you to keep 
denatured alcohol stored on such premises and delivered to your 
customers therefrom. 

Respectfully, John W. Ybrkes, Commissioner. 

Messrs. , New York, . 



(T. D. 1087.) 

Intemal-reven/ue inspectors. 

Trbasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, December Hy 1906. 
To collectors of internal revenue and internal-revenue agents : 

Inspectors appointed under section 3 of the act of June 7, 1906, 
will be designated as internal-revenue inspectors. They will be 
appointed by the Commissioner of Internal Revenue with the approval 
of the Secretiary of the Treasury. 

Each inspector will be entitled to such salary and per diem in lieu 
of subsistence as may be stated in his warrant of employment. He 
will be entitled to all necessary traveling expenses actually incurred 
while in the discharge of his official duties. 
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Beyenne inspectors will be assigned to duty either under revenue 
agents in charge of divisions, under collectors of internal revenue, 
or jointly under such revenue agents and collectors as may, by this 
office, be deemed advisable. When assigned to duty jointly under 
a revenue agent and a collector, inspectors will transmit reports of 
their work in duplicate, one copy to the revenue agent and one to 
the collector. They will prepare and transmit to this office, thru 
the revenue agent if assigned only to an agent or jointly to an agent 
and collector, or thru tiie collector if assigned only to a collector, tri- 
monthly diary reports showing the official duties performed by them 
each day. They will be paid from this office, and for the present 
they may submit their accounts for salsxy on Form 64 and their 
expense accounts on Form 132, making such changes in said forms as 
may be necessary in order to make them conform to the facte. 

The duties of inspectors will be primarily and principally to look 
after the work of administering the denatured alcohol law. If the 
emergency demands, however, that they be assigned temporarily to 
any class of field internal-revenue work, the same may be done. 
They must acquaint themselves specially with all the provisions of 
the denatured alcohol law and regulations, and must perform such 
duties in connection with the enforcement of said law as are stated 
in regulations No. 30 and Circular No. 688. 

John W. Yerkbs, Commissioner. 



(T. D. 1088.) 

Enforcement of act of June 7, 1906. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wa^hingtony D. C, December i-J, 1906. 
To coUedors ofi/niemal revenue and internal-revenue agents: 

There seems to be an impression among the officials of the Internal 
Revenue Bureau that all of the work in connection with the operation 
and enforcement of what is commonly called the '^ denatured alcohol 
bill" will be done by an absolutely new force, and that the present 
force will be absolved from responsibility for and connection with this 
work. This is absolute error. The operation and enforcement of this 
law is simply a part of the internal-revenue system. The present 
officials will be expected to acquaint themselves f idly and thoroly 
with the law and regulations. Division deputy collectors will be 
required to add this to their present duties, and to have surveil- 
lance of this branch of internal-revenue operations in connection 
with their former work. 
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The Congress made an appropriation, limited in amount, to aid in 
the enforcement of this new law, but it was believed and expected 
by the Congress that large assistance would be given by the present 
force. 

At distilleries where alcohol will be denatured storekeepers and 
gangers on duty will be expected to attend to the work, unless it is of 
such character and magnitude as to I'equire an addition to the 
present force at these distilleries. If so, additional storekeepers, 
storekeeper-gangers, or gangers will be assigned to duty by the col- 
lector, but only where it is absolutely imperative that the local force 
at the distillery be increased. 

Where the character and quantity of work is such as to warrant 
the appointment of additional officials, either in the office of the 
collector or for field work, it will be done, but only where the 
necessity is absolutely imperative. 

Collectors will immediately upon receipt of this communication 
write to this office a full detailed statement as to the increased 
amount of work that will occur in their respective districts by reason 
of the new legislation. If any distillers in the district propose to 
denature alcohol, this fact will be stated, and also some estimate 
made as to quantity. If in the district there are manufacturing 
interests that will use denatured alcohol, that should be stated as 
accurately as possible. 

The number of wholesale and retail dealers in the denatured prod- 
uct will be determined by the number of applications for permit, 
and this will be a matter of office record. 

So far as I can see at the present time, there will be need for an 
increased office force in few cases. 

You will instruct your entire force, office and field, including store- 
keepers, storekeeper-gangers, and gaugers, to immediately acquaint 
themselves with the provisions of the new law and all the regulations 
thereunder, so that by the first of January they will be ready and 
thoroly equipped to give proper attention to this branch of the 
service. 

Revenue agents and their forces will also be expected to take up 
this work, and have the same oversight and overcharge of it that they 
have of previous existing departments of internal-revenue opera- 
tions. 

Each collector and internal-revenue agent will acknowledge receipt 
of this letter, and then, as speedily as possible thereafter, make the 
report required above, with recommendation based upon knowledge 
of the increased work of the district, as to what increased force may 
be necessary. 

John W. Ybrkes, Commissioner. 
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(T. D. 1089.) 

Postponing for thirty days from and after January i, 1907^ the 

provisions of Circular No. 882. 

[Int. Rev. Circular No. 687.] 

Treasury Dbpartmbnt, 
Opficb of Commissioner of Internal Revenue, 

Washington^ D. C, December H^ 1906. 
To collectors of internal revenue and other 

intemal-revenu£ officers: 
By reason of the fact that rectifiers and wholesale liquor dealers 
have presented for the consideration of this office certain legal ques- 
tions in connection with Circular No. 682, regarding the use of whole- 
sale liquor dealers' stamps, and the desire of this office to carefully 
consider the questions presented, you are directed to postpone 
enforcement of the provisions of said circular for the period of thirty 
days from and after January 1, 1907. 

John W. Terkbs, Commissioner. 



(T. D. 1090.) 

Pwre-food law. 

All inquiries in regard to the pure-food law should be addressed to the Secretary of 

Agriculture, Washington, D. 0. 

Treasury Departmbmt, 
Office of Commissioner of Internal Revenue, 
Wa^hing'ton^ D. C, December 17 j 1906. 
Sir: Your letter of the 13th instant has been received, stating th9>t 
you have numerous inquiries in regard to the pure-food law, effective 
January 1, 1907, and asking for instructions in the premises. 

All persons addressing these inquiries to you should be referred to 
the Honorable Secretary of Agriculture, Washington, D. C, as his 
Department is charged with the administration of this law. 
Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 
Mr. E. B. Stephenson, 

Collector of Internal Uevenue^ Omaha j Nebr. 



(T. D. 1091.) 
Appoini/ment of deputy collectors. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtonj D. C.y December 18^ 1906. 
To collectors of internal revenue : 

Referring to the President's order of November 7, 1906, hereto 
appended, bringing into the competitive classified service the posi&o^ 
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of deputy collector in the Inteniitl*Revenne Serytcey yon are hereby 
Instructed that all appointments to the position of deputy collector, 
either probationary or temporary, must be made upon the prescribed 
form, 491&, and submitted to the district civil service secretary for 
approval before being forwarded to this office, the same as is done 
with other appointments made to classified positions. 

John W. Ferkss, Commissioner. 

EzBouTXVB Order. 

JMMSDMXKT TO CXTXL BIRVIOS RT7LB8. 

Schedule A of the dWl leryioe rules is hereby amended by striking out paragraph 
6, under Bcctlo^ II, Treasury Department. 
The paragraph striken out reads: 

5. All deputy collectors of internal revenue who are borne on the rolls as such, 
and the allowance for whose salaries is approved by the Secretary of the Treasury: 
Provided, That no position designated as a clerkship under a collector of internal 
revenue, appointment to which is naade by the Secretary of the Treasury, shall be 
discpntibued for the purpose of substituting a deputy collectorship therefor, or for 
any reason other than a bona flde reduction of force, and that before such reduction 
shall be made the reasons therefor shall be given in writing by the collector of the 
district, and shall be approved by the Commissioner of Internal Revenue and the 
Seerstary of the Treasury. This exception from the re<iuirement of examination shall 
not apply to the fifth internal revenue district of North Carolina. 

Thbodorb Roosevelt 

>T9E Wrxtb Hoi78])i, November 7, 1906, 



(T. D, 1092.) 
Denatwred alcohoL 



Manufacturing chemists and wholesale druggists producing liquid medicinal prepara- 
tions, or dealing in beverage spirits, as such, not entitled to the exemption provided 
in section 09 of regulations No. 80. 

Trbasubt Dbpaktmbnt, 
Offices of Oommissionkr of Intbbnal Rbvbnub, 

Washington^ D, C, December 18^ 1906. 
Sir: This office is in receipt of yonr letter of the 13th instant, in 

reference to the application of manufacturing chemists and 

wholesale druggists of for permit to deal in denatured alcohol. 

It appears from your letticr and inclosure, that this company has 
paid a special tax both as wholesale and retail liquor dealer, but that, 
aa druggist, it claims the right, under the exempting clause in section 
59 of regulations No. 30, to sell and store alcohol on the same prem- 
ises where other distilled spirits are stored. Tou state that, as con- 
strued by you, the word ** druggist," as used in section 69, means "a 
person or firm compounding medicines under p^^^ prescriptions of 



159 

physicians; " and that you have informed the company that it is pro- 
hibited by that section and by T. D. 1071 from dealing in denatured 
alcohol on the same premises osed by them as wholesale and retail 
liquor dealers. 

The word ** drugiz^ist " is defined by Webster as " one who deals in 
drugs, especially one who buys and sells drugs without compounding 
them;" and this word, as used in the regulations, is intended to apply 
to all druggists, whether wholesale or retail, provided spirits and other 
liquors, if kept on the premises, are sold for medicinal or mechanical 
purposes only. (T. D. 1071 and T. D. 1084.) 

But, in the present case, it appears that the company is also 
engaged in manufacturing drugs, etc., and, presumably, in making 
liquid medicinal preparations. As such manufacturer it could not 
come within the exemption referred to; and, as in the case of other 
manufacturers producing like articles, or druggists selling spirits or 
other liquors as a beverage, it would, if dealing in denatured alco- 
hol, be required to store such alcohol on premises other than those 
used for manufacturing or selling such articles or liquors. 

The act relating to denatured alcohol contains a specific provision 
against the use of such alcohol for beverage or liquid medicinal pur- 
I>oses, and it would be manifestly unsafe and contrary to the purpose 
of the act to x)ermit such alcohol to be stored on premises where 
beverages are sold or Where such medicinal preparations are manu- 
factured. 

While this privilege might be safely granted in many instances, 
this office, in administering revenue laws, is clearly not warranted 
in granting special privileges in individual cases. Your action in 
declining to issue a permit for the sale of denatured alcohol on the 
premises described is therefore approved by this office. 

Resx)ectf ully, John W. Yerkes, Commissioner. 

Mr. Edgab O. Grossman, 

Collector Internal Revenue^ Portsmouth^ N. H. 



(T, D. 1093.) 
Denatured alcohol. 

Manufacturers of furniture, hats, etc., who have duly qualified, may use specially 
denatured alcohol in the manufacture of shellac varnish. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washingtonj D. C, December 18 ^ 1906. 
Gentlemen: In reply to your inquiry of the 16th instant, you are 
informed that alcohol specially denatured, under the formula pub- 
lished inT. D. 1083, for use in the manufacture of shellac varnish, 
can be used for that purpose by manufacturers of picti^GL imsuture, 
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hats, etc., as well as by manufactnrers of shellac varnish, provided 
they give the required bond and otherwise qualify as provided in 
Part in of regulations No. 30. 

Respectfully, John W. Ybrkbs, Commissioner. 

Messrs. , ChicagOy lU. 



(T. D. 1094.) 
Denatured alcohol. 

Druggists engaged in the business of rectifying distilled spirits, liquors, etc., are to 
be regarded, under the regulations relating to denatured alcohol, as rectifiers, and 
not as druggists entitled to the exemption provided in section G^of said regulations. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington J D. C, December 18 ^ 1906. 

Sir: I am in receipt of your letter of the 16th instant, in reference 

to the application of , wholesale druggists of your city, for 

permit to deal in denatured alcohol. You state that these parties 
have paid a special tax as wholesale and retail liquor dealers and 
rectifiers, and that they supply their customers not only with drugs 
but with distilled spirits and other liquors commonly used as 
beverages. 

In reply to your inquiry whether these parties, as druggists, are 
not entitled to the exemption provided in section 59 of regulations 
No. 30, notwithstanding T. D. 1071 and T. D. 1084, you are informed 
that persons and firms engaged in the business of rectifying distilled 
spirits or liquors, or selling spirits or liquors as beverages, are, under 
the regulations and decisions referred to, regarded as rectifiers and 
liquor dealers; and the fact that the business is carried on in connec- 
tion with the sale of drugs, etc., does not entitle the parties to the 
exemption claimed in this case. If otherwise held, any rectifier of, 
or dealer in, distilled spirits, wines, or liquors, might easily evade 
the regulations, prohibiting the storage of denatured alcohol on the 
premises of a rectifier or liquor dealer, by simply combining with 
the business the sale of drugs. 

It is obviously necessary for the protection of the revenue to 
exclude from the premises of rectifiers, and dealers in beverage 
spirits, denatured alcohol on which the tax has not been paid; and, 
in exempting druggists from the prohibition contained in section 59, 
it is found necessary to draw the line between those engaged in the 
regular business of druggists, and those who, in connection with the 
drug business, rectify and sell beverage spirits. 

The application applied for in the present case should therefore 
not be granted if the denatured spirits are to be kept or stored on 
the premises described. 

Respectfully, John W. Ybrkbs, Commissioner. 

Mr. Wm. McCoach, Collector First District, Phikidelphia, Pa. 
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(T. D. 1096.) 

Supplemental to regviations No. 30^ concerning denatv/red alcohoL 
[Int. Rev. Circular No. 688.] 

Treasury Dbpartmbnt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, December W, 1906. 

DENATUBXD ALCOHOL TO BE PURCHASED IN ORIGINAL PACKAGES. 

To insure compliance with the regulations, respecting the purchase 
and use of denatured alcohol, dealers and manufacturers handling 
such alcohol will be permitted to purchase the same in original 
stamped packages only. This limitation will apply also to purchases 
by manufacturers using denatured alcohol in quantities less than 
50 gallons per month, who, under the provisions of section 75 of 
the regulations, are not required to obtain permits, keep records, or 
render returns. 

FORM OF BOin) FOB RECOVERED ALCOHOL TO BE SENT TO RESTORING AND REDE- 

NATURINQ PLANT. 

Where alcohol recovered by a manufacturer is to be redenatured 
at a restoring and redenaturing plant, the prescribed bond. Form 582 
or 586, providingfor redenaturation on the manufacturer's premises , 
will, as to that portion of the bond (commencing on line 38 of Form 
582 and line 19 of Form 586) be modified as follows: 

* * * "And whereas the said principal — propose — to have the 
alcohol, so recovered, restored and redenatured at a restoring and 
redenaturing plant, provided redenaturation is necessary, before 
reusing the same. Now, therefore, if the said principal — shall 

remove all of said alcohol so recovered to storeroom for 

denatured alcohol on said premises, as soon as it is so recovered; 
shall safely keep said alcohol in said storeroom until lawfully removed 
therefrom for restoring and redenaturing as aforesaid, provided 
redenaturation is necessary." * * * 

The remaining portion of the bond will be the same as heretofore 
prescribed, and the changes above noted may be made either by 
interlineation or by attaching to that portion of the bond, where such 
changes are necessary, a written or printed slip containing the words 
above given. In either such case the officer taking tlie acknowledg- 
ment of the signers will note in his certificate that all such erasures 
and substitutions were made before the execution of the bond. 

John W. Yerkbs, Commissioner. 

Approved: 

Leslie M. Shaw, Secretary of the Treasury. 
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